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Here’s a V that’s headed right—and knows 
why! The answer: 

Training! 

And it is TRAINING in Credit that is 
essential today. Training provides the knowl- 
edge to meet the problems of credit manage- 
ment in this defense emergency. 

Are you —in your job — headed right? 

If you can’t answer that question with a con- 
fident, resounding “Yes’’—think it over, now. 
Then act! 

Write today to us at the National Institute 
of Credit—the educational arm of the National 
Association of Credit Men. Let us tell you 
about our credit training program—both by 
classes and by correspondence. 

Over 50 local Chapters offer you the op- 
portunity for classroom study on a collegiate 


victory —in credit work! 


level. Some 2000 of your fellow credit work- 
ers are enrolled. 

They are preparing today for today’s respon- 
sibilities—and tomorrow's opportunities. 

Are you ready? 

Send us this coupon—let us tell you about 
our credit training program. 

Now is the time! 


National Institute of Credit, Dept. 842, 

One Park Avenue, New York, N. Y. 

Please send me ‘Forging Forward—by Training in 
Credit!” and information about your Correspondence 
Course in Credits and Collections. 


Name 


Address 


Sozio-Gendreau 
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New Records! 


@ World records are not commonplace, yet this war’s magni- 






























tude made a commonplace story of a new world record ap- 
propriation recently, when Congress authorized over 42 
billions of dollars for the war effort. 


Contrast that with financial figures of some of our other 
wars. The first war bond issue of the Revolutionary War, 
dated October 2, 1776, totaled 5 million dollars. The War 
of 1812 raised our debt from 45 to 80 million dollars—a total 
that was liquidated within 20 years after the war. 


The war with Mexico cost a little more, but in the war be- 
tween the states the bond issues totaled over two billion dol- 
lars and the federal debt at its close was over five billion 
dollars. 


The Spanish-American War cost of one billion dollars 
looked small beside the total of 22 billion dollars raised in the 
five Liberty Loan drives. That World War-I sum would 
only pay for approximately 15 weeks of this war at our pres- 
ent rate of spending. 


In any event, we cannot escape the inevitable conclusion 
that the cost of restoring a peaceful world will be tremen- 
dous, although we do not dispute the fact that our way of life 
must be defended whatever the cost. 


But this defense is not confined to military and naval oper- 
ations or to civilian sacrifice during the war. Beyond the 
spending program lies the long hill ahead. No magic exists 
to lift us over it. We shall have to trudge the upward road 
foot by foot. 


That necessary course will provide us with the opportunity 
for one more world record—a record of thrift, of persever- 
ance and of sacrifice—which alone can return to a war-torn 
world the economic sanity, the social morality, and the equal 
justice and opportunity it needs to resume its forward march. 


























HOW STRONG IS A TANK? 
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One tank is powerful—but real combat effective- 
ness depends on coordination with other weapons, 
with other service arms, with repair crews. 





INSURANCE 


aids Industrial Teamwork 


So in the production of these and the other weapons 
on which we depend for our freedom. Industrial 
Teamwork within each war industry and with others 
is responsible for the output records the nation’s 
plants are making each week. An integral and 
vital part of this teamwork is Insurance, the in- 
dustry that protects other industries—reducing 
, accidents, cutting financial’ worry, assuring con- 
| tinued speedy production all along the line. 


« THE HOME * 


The laboratory of insur- 
ance works on scientific 
principles. From genera- 
tions of underwriting 
experience comes the 
modern insurance policy 
with all its aspects of pro- 
tection and service. Co- 
operation with industry 
lessens exposure to loss. 
More— insurance stores a 
large reserve against losses 
that occur unavoidably. 


FIRE * AUTOMOBILE * MARINE INSURANCE 


When writing to advertisers please mention Credit ( Financial Management 
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Should Assignments Be Recorded ? 


siduother "ker da the Pligg of cditwatiniils TZ vastnihls 


I have read with a good deal of 
interest the article “Is Any 
Legislation Advisable to Regulate 
the Assignment of Open Ac- 
counts Receivable” in the June issue 
of CREDIT AND FINANCIAL MANAGE- 
MENT by Mr. A. E. Duncan, Chair- 
man of the Board of the Commercial 
Credit Co. Since 1938 I have been 
Chairman of a Sub-committee of the 
Legislative Committee of the Na- 
tional Association of Credit Men, on 
this very subject. 

Mr. Duncan primarily bases his 
argument on the premise that the agi- 
tation for such legislation has come 
from banks, who, in his opinion, 
either do not know how or don’t take 
the precaution to exercise proper do- 
minion and control over such as- 
signed open accounts. I believe he 
is mistaken. 

The National Association of Credit 
Men at the suggestion of my Com- 
mittee made a nationwide survey of 
the members of the National Associa- 
tion and the bulk of the interest came 
from the credit departments of com- 
mercial houses. These men have no 
quarrel with the value to commerce 
of the type of business done by the 
finance institutions and I believe a 
reading of the Interim Report of Sub- 
committee on Assignment of Ac- 
counts Receivable issued by the 
Washington office of the National 








By FRANK A. DUDLEY 


Nation«: Director N.A.C.M., Vice-Presi- 
dent, General Grocery Co., Portland, Ore. 


Association of Credit Men as a legis- 
lative bulletin in June 1939 will re- 
veal a very fairminded attitude on the 
part of the Committee. 


Urge Need for Recording 


SUBSEQUENT to the issuance of 

this report, a real demand arose 
from grantors of commercial credit 
who sold the merchandise which made 
accounts receivable possible, that 
some form of legislation be drafted 
making necessary the recordation of 
assignment of accounts receivable. 
The agitation was particularly di- 
rected at the type of assignment 
made on a non-notification to debtors 
basis, the assignor for all practical 
purposes retaining dominion and con- 
trol of the accounts. Further, many 
of these assignments were of a con- 
tinuing type and assigned or at- 
tempted to assign accounts not yet in 
being. 

The Subcommittee thereupon was 
charged by the National Association 
of Credit Men to attempt the shaping 
of legislation to accomplish this end. 

It is not the purpose of this com- 
munication to set forth the efforts 
that have been made by the Com- 


mittee and by the Legislative Com- 
mittees of the various Associations, 
but some positive results have been 
obtained as witness the law passed in 
Ohio upon which Mr. Duncan com- 
ments so disparagingly. I sat in with 
the Legislative Committee of the 
Northwest Council of Credit Men 
during their attempts to frame equit- 
able legislation at the last two sessions 
of the Washington legislature. Un- 
doubtedly, at the coming session they 
will have a satisfactory bill to put 
into the hopper. 


I CANNOT but comment on the 

fact that the proponents of this 
legislation have met with apathy on 
the part of the finance companies and 
indeed with active opposition. This 
is to be regretted. It is not a ques- 
tion that should divide us into two 
hostile camps. We are all members 
of the National Association of Credit 
Men working for the greatest good 
for the greatest number. The legis- 
lative accomplishments of the N. A. 
C. M. have not been made speedily. 
Steady plugging year after year has 
brought the beneficial results ob- 
tained. It is, therefore, needful that 
the finance companies recognize that 
legislation on this subject in one form 
or another will continue to be pre- 
sented to the legislatures and doubt- 
less features will be incorporated 





Your Experience, Please! 


Have you experienced collection losses in cases where accounts re- 
ceivable have been sold or pledged to banks or to finance companies? 
We hope to print such experiences in an early fall issue. If you know 
of such cases tell us about them so we can include them in our report. 


The message presented herewith comes from our new National Direc- 
tor from Portland, Oregon, who serves as chairman of the Sub-com- 
mittee of the National Legislative Committee which is making a close 
study of this subject of Assignment of Accounts Receivable and the 
effect of such assignments or pledgings on Credits and Collections. 


So send along your experiences for the information of all our members 
and for the guidance of our National Legislative Committee. 





Credit and Financial Management. 
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therein that will be objectionable to 
them. 

A sound solution would be for the 
pros and cons to sit down together 
and draw a model bill. It is true a 
model bill was drawn, but it was 
done without the counsel of the fi- 
nance companies and it can be 
changed. Uniform legislation 
throughout the nation is always de- 
sirable and it is also desirable that all 
schools of thought within our organ- 
ization be satisfied as well as may be. 


Is Hurdle Insurmountable? 

HE only real point at issue is the 

matter of recordation. Mr. Duncan 
states that he is definitely opposed to 
this, but the hurdle is not insurmount- 
able. In support of his position I 
cannot feel that he expresses any 
more than a desire not to have it. He 
states three objections: 

1. It will add more trouble to 

all concerned. 
How much more trouble and 
to whom outside of a little 
extra effort on the part of the 
finance companies? 

2. It will add more expense. 
What expense in addition to 
having a regular form of rec- 
ordation printed and a nom- 
inal filing fee such as is paid 
for filing a chattel mortgage. 

3. It will enable his competitors 

to find out who his customers 
are. 
This works both ways, and 
every mercantile concern 
knows who his competitor’s 
customers are just as its own 
are known. How could Inter- 
change, the very foundation 
of the N. A. C. M. service, 
have grown to its present gi- 
gantic stature under such a 
Stone Age conception of credit 
cooperation. 

I do not want Mr. Duncan to feel 
that I am unduly critical of his opin- 
ion. It is a difference of opinon that 
makes “hoss races.” Our interim 
Report should convince him that the 
study was undertaken without pre- 
judice and with a real desire to be 
fair to all interests. But I can truth- 
fully say that I have read and re- 
tead his article, searching without 
Success, for constructive criticism to 
show the idea to be unworkable or 
that it is unfair to anyone, or why 
general creditors are not entitled to 
know when a lien has been placed on 
the assets of one of their customers. 
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Summary of the Subcommittee Report on 
Assignments of Accounts Receivable 


“The results of this investigation to date may be briefly summarized 
as follows: 

“(1) The practice of selling or hypothecating accounts receivable, 
as a means of obtaining financial accommodation, is increasing to an 
extent where it can no longer be regarded as comparatively unim- 


portant. One interesting outgrowth of this development is the in- 
creasing participation in this business by banks which have found 
the trade in receivables an interesting source of profit. 

“(2) Many credit executives believe that the hypothecation or 
sale of accounts receivable is not in itself an objectionable practice, if 
the transaction is conducted in a proper manner, if the proceeds there- 
from are used properly and if information regarding the transaction 
is available to interested creditors. 

“(3) There is an apparent demand from commercial grantors 
throughout the country for an improvement of present practices of 
selling and hypothecating accounts receivable, so as to prevent losses 
to creditors in connection with such transactions. 

(4) The canvass of Association members disclosed evidence of 
losses to creditors directly resulting from the lack of knowledge that 
their customers had assigned or otherwise disposed of all or a part 
of their accounts receivable. 

“(5) The attitude of the executives of financial institutions, 
with whom this matter was discussed, was distinctly unfavorable to 
legislative regulation of transactions in accounts receivable and gener- 
ally skeptical of the possibility of developing a satisfactory plan whereby 
assignees of accounts receivable would undertake voluntarily to report 
such transactions so that this information would be available to creditors 
and other interested parties. . 

“(6) There is a lack of unanimity among financial institutions 
themselves as to the extent to which information concerning these 
transactions should be made freely available. This is largely a result 
of the competitive situation which exists between these financial insti- 
tutions. That situation has been accentuated by the increasing partici- 
pation of banks in the trade in receivables, as well as by the competi- 
tion between companies which acquire assignments on a ‘non-notification’ 
basis, with recourse and with no notification, and factoring firms which 
acquire accounts receivable without recourse and which generally im- 
mediately advise the debtors who owe the accounts. 

“Several types of transactions are involved in dealings in accounts 
receivable. One arrangement between an assignor and a financial 
institution may involve several of these types. There is the type of 
transaction which has to do with the outright purchase of accounts 
receivable, the payment of a present consideration, and the taking of 
dominion and control of the accounts by purchasers. There is another 
type of transaction which involves a purchase for either a present or 
a past consideration, with dominion and control of the accounts left 
with the seller who collects and accounts for the collections. There 
is also the continuing type of transaction which involves either the 
payment of a present consideration or the acknowledging of a past 
consideration, and contemplates payment of a future consideration for 
the purchase of additional or future created accounts receivable, all of 
which may be either left under the dominion and control of the seller 
or tranferred to the dominion and control of the purchaser. 

“Tt was generally agreed that, where an outright purchase of ac- 
counts is made, where possession and control of the accounts are taken 
by the purchaser who notifies debtors under the accounts and instructs 
them to make payments only to the purchaser, and where a present 
consideration is paid, there is often less danger to creditors than in 
other types of transactions in accounts receivable. 

“The greatest danger of losses to creditors exists where the seller 
is left in control of the accounts, the debtors thereunder not notified 
of the sale or pledge thereof, but expected to make payments to the 
seller as if the accounts were still held by him, and where no notification 
of the transaction is given to creditors of the ‘seller.” 
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Professional Credit Management 
wht adi “thal Pact of en Fuki Life 


The principal difference between 
the professions and other gain- 

W ful pursuits is largely a matter 

of public service. The attitude of 
a practitioner in a profession should 
be that it is necessary for him to 
spend some time and effort in ad- 
vancing the public good in some man- 
ner. The truly professional physi- 
cian endeavors to develop new cures— 
new technique in surgery. The truly 
professional lawyer is striving to 
serve the public in matters of court 
precedure or legislation that will be of 
benefit. The teacher—to develop new 
ways of instruction, new programs of 
study. The clergyman’s high pur- 
pose should be to inspire a higher and 
better moral tone in the community. 

The opportunity to be of public 
service is present in all professions, 
but the members of the credit pro- 
fession have been somewhat slow to 
realize this. Credit governs the pro- 
duction and distribution of commodi- 
ties, all the way from raw materials 
down to the consumer. It is a vital 
part of the economic and social life 
of the nation. Our standards of liv- 
ing are built upon the use of credit. 
Therefore the public aspect of it 
should be more clearly realized and 
understood. The Credit Man touches 
society at more points and in much 
wider scope than any other profes- 
sion. 

The need for the services of a doc- 
tor, lawyer, clergyman, accountant, 
teacher, engineer may arise occasion- 
ally in the life of the ordinary indi- 
vidual, but every day he lives he 
comes in contact in some way or other 
with credit in some form or other. 


Responsibility to the Public 


HE perversion of proper and sound 

credit management can nullify 
in a large measure the purpose and 
influence of the teacher, writer, phy- 
sician, minister and statesman. The 
credit profession can tear down as 
fast as others build up if credit is 
not administered properly and wisely. 


Credit and Financial Management 


By W. B. WHITE 


Credit Manager 
Smith Brothers Hardware Co., Columbus 


Therefore, we have a very definite 
responsibility toward the public which 
should be fulfilled in the best and 
most efficient manner possible. 

The value of any profession is best 
measured by its ability to fill the 
needs of society, to meet and solve 
the problems relating to these needs. 
The profession of the clergy seeks to 
meet the spiritual needs of the world, 
to solve the problem of decent and 
right living. The legal profession 
seeks to meet the needs of govern- 
ment, and to solve the problem of 
regulating just relations between men. 
The medical profession deals with the 
problem of the physical ills of man- 
kind and to meet their need for elim- 
ination of disease and contagion and 
the like. The engineer harnesses wa- 
ter-power, spans rivers, moves ma- 
chinery. His problem right now is 
increased production. 

So the Credit profession has met 
and dealt with problems. Each step 
of the way in the development of this 
country, there have been important, 
far-reaching problems of credit. In 
the early days, there was the problem 
of long terms, necessary because of 
poor transportation facilities, lack of 
credit machinery, such as_ banks. 
There was the problem of the con- 
solidation of business enterprises in 
the early years of the 20th century, 
mergers into large corporations. The 
problem of economic depressions, 
chain store and installment selling, as 
well as many others too numerous to 
mention. 


War Time Problems 


OW we have before us the prob- 
lem of war production. All these 
problems have required the keenest 
intelligence and insight, there were 
adjustments to be made, new methods 
to be developed. They were problems 
akin to those of disease which the 


medical profession has had to fight: 
the construction problems of the en- 
gineer, the educational problems of 
the teacher, the legislative problems of 
the legal profession. Not all these 
problems have been solved, nor have 
the solutions been satisfactory in all 
cases, but let me say that the prob- 
lems of credit have been just as dif- 
ficult, just as real, just as important, 
as any which mankind has ever had 
to solve. And the credit profession, 
the youngest of all has measured up 
well in its accomplishments. But we 
are subject to some criticism as well 
as congratulation. There is still much 
to do, higher ground to be reached. 

The truly professional man will 
not be satisfied with himself, he will 
not stagnate, he will not cease his 
efforts. Rather he will realize his 
personal responsibility to foster and 
perpetuate the legacy which has been 
handed down to him from those who 
have gone before. From those who 
have given their toil, who have made 
the sacrifice of brain and money to 
create that heritage. Therefore, he 
will strive to make a contribution to 
his profession however small it may 
be. For no profession can rise higher 
than the intelligent effort of its mem- 
bers. 

Whenever we grow lazy and com- 
placent, whenever we become self- 
satisfied, whenever we are not willing 
to make some effort to develop bet- 
ter methods, to raise the standards 
of efficiency, then we will cease to be 
worthy of the dignity of professional 
workers. And we will never leave 
anything behind us upon which those 
who come after will be able to build. 


Trained as Analysts 


E are trained to analyze and 

examine facts. We do it every 
day. We endeavor to determine the 
trends of the present and to forecast 
the future. But we do it for the most 
part in a rather limited manner, with- 
in the bounds of our own business of 
industry. We have failed to make 
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ourselves felt as a counter influence 
to all the theories which have been, 
and still are being, proposed on every 
hand. 

If we are members of a profession, 
then there must be some duty we must 
perform in a wider sphere, where 
sound practical leadership is badly 
needed. Why is it that only a rela- 
tively small number who are eligible 
for membership in the National Asso- 
ciation of Credit Men belong to it 
and a still smaller number who take 
any active part in it? Is it because, 
after all, we have not yet come to 
realize what the word “professional” 
means? 

As this country has developed from 
the condition of barter a century and 
a half ago with a population of about 
8 million to the present highly com- 
petitive basis where business serves 
130 million people today, credit and 
credit management have played a 
most important part—an indispensable 
part. Without it, such development 
would never have been possible. It 
has met the needs of a rapidly ex- 
panding commerce, all the way from 
the covered wagon to the airplane. 

Then why should not those who 
administer and control be proud of 
the part which they have in shaping 
national policies as regards the eco- 
nomic structure? Is not the Credit 
Executive’s job big enough and im- 
portant enough, far-reaching enough, 
to inspire us to give our best to it? 
Has the Credit profession the answer 
to the great economic problems of to- 
day, and will it have the answer to 
the still greater ones of the future? 


Credit Man as a Practitioner 

ET us look at the Credit Man from 

the standpoint of a professional 
practitioner. First, he should have 
facts in his possession. All profes- 
sions deal with facts. He should 
have facts about his job, his custom- 
ers, his industry. These are essen- 
tial. But he should also have facts 
about general business conditions, 
banking and market conditions. Sec- 
ond, he should have a trained mind 
to think straight. He should know 
what is going on about him.. He 
should be ever on the alert to add to 
his knowledge in any way possible. 
All professional men will subscribe 
to this point. Third, he wil have a 
sense of responsibility to his em- 
ployer or firm, his associates, to his 
customers, and to himself. 


Credit and Financial Management . 





“Credit has met the needs of a rapidly expanding commerce, all the way 
from the covered wagon to the airplane” 


Surely a credit man cannot lay 
claim to having facts unless he has 
taken the trouble to acquire the in- 
formation necessary to arrive at 
sound sensible decisions. He cannot 
presume to think straight until he 
has formed and maintained contacts 
with others in his profession, unless 
he has the background of research 
and study in the several lines neces- 
sary to efficient credit work. Also, 
there should be present an open- 
mindedness, a humility, a tolerance, 
for nobody knows everything. Every 
man, it seems to me, should realize 
how little he knows, and if he does, 
he can save himself much embarrass- 
ment at times. 

Realization of responsibility should 
surely be a part of any profession. 
But much of the time it unfortunately 
does not exist. We take things for 
granted, let others do the job while 
we sit by. That has too long been a 
serious fault in the credit profession. 
Many credit managers consider them- 
selves self-sufficient, they prefer to be 
a lone wolf in the credit field. We 
must emphasize again and again the 
value of co-operation, the benefits to 
be gained from it, not alone-to our- 
selves and the companies we repre- 
sent, but realize the opportunities to 
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serve in a constructive way the field 
of credit as a whole. It may take our 
time, require some effort, cause us 
some inconvenience, but no profession 
has ever raised itself to a place of 
esteem through indifference upon the 
part of its members. 


Not Properly Recognized? 


E have heard the complaint that 

management has not given the 
Credit Executive proper recognition. 
That when we try to advise we are 
met with rebuff and are told to go 
back to our rating books and ledgers, 
and be good boys and not to bother 
daddy when he is busy. So we give 
up our efforts and settle back to 
routine duties. Right now, we are 
facing abnormal conditions which may 
continue for some time to come. 
Sales policies are being drastically 
revised and revision of credit policies 
should follow. Credit risks can be 
judged upon a stricter basis and in 
closer cooperation with the sales de- 
partment without the usual wide dif- 
ference of opinions. Now is the time 
to consider and put into operation 
policies and programs that have been 
gathering dust in the desk drawer. 
If we cannot make progress in the 
present situation, we must acknowl- 
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edge that perhaps management has 
not been altogether wrong in its eval- 
uation of the Credit profession. 
More will be demanded of all 
classes of workers, from the mechanic 
at the work-bench, to the executive in 
the front office. There is need for 
clear and intelligent thinking, ability 
to take on added responsibility. Those 
who can demonstrate their qualifica- 
tions will be moved along. It will 
require study, close application. Here 
is the opportunity to develop a pro- 
fessional attitude toward credit work 
such as has never been presented to 
us before. Times are good, we are 
tempted to relax our vigilance, take a 
chance, trust to luck, build up receiv- 
ables. It is time when we can put 
into effect many of the ideas of cus- 
tomer education which we have so 
long wanted to try, abuse of cash 
discount, unreasonable claims, over- 
buying, terms chiseling, and so on. 


Are We Mere Blood Hounds? 


ERHAPS the Credit profession 

hasn’t made itself understood— 
we haven’t interpreted our function 
properly with reference to the whole 
business picture. We have remained 
in the background with an apologetic 
attitude. There are cases when cus- 
tomers visit the house, they are in- 
troduced to the officials, the sales- 
manager, then occasionally someone 
will say: “Oh yes, this is Mr. Blank, 
the credit manager.” As much as 
to say: “He’s a sort of necessary evil 
we don’t say much about him. He’s 
a bad-tempered bloodhound that we 
unchain occasionally to run down a 
slow-pay debtor.” 

The credit manager needs to lay 
the ghost of being a tyrant, a grouch, 
a disagreeable, unpleasant so-and-so 
once and for all. We need to do it, 
so it will never rise again to haunt us. 
It must be done, so that the impor- 
tance and dignity of the Credit Man- 
ager and his profession will be known 
and recognized. We must accomplish 
it by being worthy of respect and rec- 
ognition. When we have become 
specialists in our job of credit, when 
we have the vision of the engineer, 
the exactness of the accountant, the 
instincts of the teacher, the legal mind 
of the lawyer, the impartial attitude 
of the clergyman, we can command 
the respect due us. We will have to 
be fully informed, in tune with so- 
cial and economic trends. 


Credit and Financial Management 


The great bulk of people in gen- 
eral and those in business, too, do not 
grasp the significance of credit and 
its functions, the fact that credit and 
its management can make or break 
the country, can raise or lower the 
standard of living. They do not see 
that credit and prosperity are inter- 
dependent, that the welfare of every 
citizen lies in the proper administra- 
tion of credit. When we can make 
that fact understood, we will reach 
the goal and attain the objective 
toward which we have been striving. 

No organization has done more for 
business, or assisted more in the de- 
velopment of the economic status of 
this country than the National Asso- 
ciation of Credit Men. No group has 
labored more unselfishly to develop 
sound business practices, a high stand- 
ard of ethics, to promote intelligent 
legislation, to inform, educate and 
regulate than that belonging to our 
profession. 


Credit in a War Economy 


HAT is to be the part of credit 

management in the present war 
economy? Huge expenditures for 
armament and war needs is a tre- 
mendous drain upon the country. It 
will be translated into the life of every 
citizen. Millions of men in the serv- 
ice, huge contracts for cantonments, 
airports, equipment for the fighting 
forces, will result in problems of pro- 
duction, finance, credit, governmental 
supervision and control. Expansion 
such as has never taken place in our 
history before is now on the way. 
New plants are being erected, exist- 
ing plants enlarged. Corporations 
which have been operating on a lim- 
ited working capital, impaired credit, 
now find themselves with large con- 
tracts for war supplies. How will 
they obtain funds for the purchase of 
raw materials, to meet increased pay- 
rolls? This results in a problem for 
the mercantile creditor in extension of 
credit to such concerns. Government 
aid will be extended, red tape will 
have to be unwound, inspectors must 
pass upon finished products. These 
bring up conditions under which 
losses may be sustained due to inex- 
perience in production and manage- 
ment under stress of war needs. 

In all this there will be credit prob- 
lems to solve, and they can only be 
solved by credit men who have fitted 
themselves for the job before them. 
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There can be no guesswork, no wish- 
ful thinking. It will require a pro- 
fessional attitude toward credit work 
never before required. Credit can- 
not be measured by the old yardsticks. 

Already credit rating agencies 
have been requested to segregate 
sales to government agencies, govern- 
ment receivables in the financial state- 
ments submitted to them. Non-pro- 
ducers of war products and materials 
face reduction in sales, if not ex- 
tinction. Dealers in electric appliances, 
plumbing goods, automotive supplies, 
will find their business drastically cur- 
tailed. This will give rise to credit 
problems which it will require a high 
type of credit man to solve. 


Conditions Call for Study 


HIS condition in which we find 

ourselves and the conditions 
which will follow this war call, as 
never before, for resourcefulness, for 
ingenuity. Will the credit profession 
be able to meet the demand? Busi- 
ness is, and will be, exceedingly com- 
plex even beyond that which we have 
ever known. It will require admin- 
istrators of credit who have wide 
vision, and an outlook far beyond 
their own organization, their own in- 
dustry or group. There will be prob- 
lems of planning, control, coordina- 
tion, organization to be solved. A 
broad knowledge of business in gen- 
eral will be necessary. Radical 
changes will come with confusing 
rapidity, changes in products, methods, 
markets. These will complicate the 
granting of credit. Many methods 
used in the past will be obsolete. A 
different standard of living, different 
systems of distribution are likely. 
Closer cooperation between credit ex- 
ecutives will more than ever be neces- 
sary. In a word, the credit profes- 
sion will be called upon to demon- 
strate whether it can fill the bill, 
whether it is able to carry the load 
and do the job. 

This war is changing the world, 
and will continue to change it. We 
must be ready to meet a new set of 
conditions, social, political, financial. 
We must, after it is over, substitute a 
peacetime economy for a war-time 
economy. The longer the war lasts, 
the greater will be the readjustment. 
The credit profession’s part in this 
new era will be tremendously impor- 
tant. We will stand or fall by our 
knowledge, our preparation to meet 
these new conditions. 
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Economics in War Time 


The More Dhere ‘iil hes Me, TDhe Less There ani a You 


I want to begin by pointing out a 
quotation that many of you have 

WM heard, a quotation to the effect 

that ““The more there is for me, 
the less there is for you,” and I want 
to apply that quotation to the present 
war situation. The more there is, the 
more we get of war goods, the fewer, 
the smaller must be the quantity of 
consumption goods. And there I 
think you have a summary of the 
whole situation. 

It is absolutely impossible for any- 
one, in a situation of virtually full 
employment, to increase the supply 
of war goods, the supply of planes 
and battleships and so on, without 
a serious curtailment in the supply of 
consumers’ goods. I am saying, in 
other words, that if the war continues, 
that no matter how that war is fi- 
nanced, there must be a serious cur- 
tailment, a serious drop in our stand- 
ard of living. 


Less and Less Consumer Goods 


HAT drop in our standard of liv- 

ing will come about as a result of 
a declining proportion of consumers’ 
goods produced in the near future. 
There will be that declining proportion 
of consumers’ goods simply because 
we are going to divert our resources, 
more and more of those resources, 
from the making of those consumers’ 
goods to the making of implements 
of war. 

You may remember that President 
Roosevelt said that for the fiscal year 
1942 he hoped that we would spend 
$53,000,000,000. Now consider that 
sum for a moment, $53,000,000,000 or 
about half of our estimated income 
for the vear 1942. That income for 
the full fiscal year 1942 and perhaps 
part of 1943 may come to something 
like $110,000,000,000. ‘Fifty-three 
billion dollars he hopes will be spent 
for war purposes. I hope so too, but 


I am not afraid that we will spend 
too much, but that we will not spend 
enough. I am afraid that we may not 
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really and truly spend fifty-three 
billion dollars. 

The problem of spending money 
nowadays is not the problem simply 
of opening a Sears Roebuck catalogue 
and ordering a battleship. The prob- 
lem nowadays is to build the battle- 
ship, and fifty-three billion dollars 
means diverting half of our annual 
income—consider that, half of our 
annual income—to the making of war 
goods alone. 


The Real Problem Is Production 


HAT means that the problem of 

this war is not a problem, as 
some people suppose, of raising 
money. I will develop that theme 
later, but I can assure you now that 
the Federal Government will raise the 
money that it needs. That will be a 
relatively simple problem. The real 
problem will be the problem of send- 
ing that money, which is to say the 
engineering task of bringing into 


existence quickly and efficiently huge 


quantities of war goods. 

I will call your attention to the 
fact that bringing war goods into 
existence nowadays is further com- 
plicated by the fact that we are in a 
situation of technical prosperity, that 
we are in a situation now of vir- 
tually full employment. If that were 
not true, the task would be easier. 
Then we could utilize our additional 
resources of man power and idle plant 
capacity témake more war goods. But 
since our capacity is already quite 
fully utilized at the present time, since 
virtually all labor is employed, the 
problem becomes a problem of an 
engineering kind, a problem of con- 
version from the making of con- 
sumers’ goods to the making of war 
goods, 

You have heard the phrase “Guns 
or butter,” and you have heard the 
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phrase, “Guns and butter.” When 
we were in a situation of idle plant 
capacity, when there was considerable 
unemployment, we could utilize those 
unemployed resources. We could put 
them to work and we could get more 
butter and more guns. 


More Guns: Less Butter 


HAT is no longer true. From 

now on more guns means less 
butter. So I emphasize the theme 
that the primary problem is the engi- 
neering task of bringing into exist- 
ence, and bringing into existence 
quickly, incredible quantities of goods 
to be used for the production of the 
war. 

But just the same, there is the prob- 
lem of raising the money. It should 
be raised as efficiently, as effectively 
as possible. It should be raised in 
such a way as to not upset our home 
economy more than necessary. It 
should be raised so that there are 
few repercussions of an evil kind on 
the economic system now and after 
the war. 

But again I repeat no matter how 
that money is raised—whether by the 
technique of inflation, whether by 
taxes, whether by bonds—no matter 
how that money is raised there must 
be a drop in the American standard 
of living. There must be that drop 
simply because we are going to pro- 
duce a smaller proportion of con- 
sumers’ goods. 

When it comes to the financial 
question, it all boils down to this. 
There are only two ways by which 
our government can raise money. The 
first is to take that money out of 
the pockets of the American people. 
Now that is taken out of the pockets 
of the American people by various 
techniques. One is taxes.. Another 
is the sale of bonds to people who 
presumably buy them out of their 
income. Another is something like 
forced saving. 

Now all of those are like in this 
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respect, that the government gets 
more money, the people have less 
money. There is no change in the 
total money supply. There is merely 
a redistribution of money supply of 
the community. 

Now that is the first method. The 
government will take money away 
from you and can have more for it- 
self, and quite obviously that tech- 
nique of raising money is not infla- 
tionary, because there has been no 
increase in the supply of money. It 
has merely been taken out of your 
pockets and turned over to the govern- 
ment. That is the first broad method. 

The second method of raising 
money is not to take it out of your 
pockets at all, to let you have as much 
as you had before, yet the government 
has more. That is possible by the 
simple device of creating more money. 
Now when I say create more money, 
I don’t necessarily mean printing 
more paper money. What happens 
very briefly, and forgetting certain 
refinements, is simply this: the Fed- 
eral Government issues bonds. 

It hopes to sell those bonds to you 
out of your income so that you have 
less money, the government has more. 
Then the government discovers it 
isn’t selling enough bonds that way, 
and so then it proceeds to sell to the 
banks, and selling to the banks leads 
to an expansion of bank credit. The 
government turns the bonds over to 
the bank, and what the government 
gets in return for that bond is a bank 
deposit which the government is sub- 
sequently in a position to draw on. 


Expansion of Money Supply 


HAT kind of government financ- 
ing, the selling of bonds to banks, 

the creation of new bank deposits, 
means an expansion in the money 
supply, for bank deposits are money. 
That second technique of raising 
money, the creation of new bank de- 
posits—the easy way to sell bonds, by 
the way — that method of raising 
money is inflationary, and does nor- 
mally lead to a rise in the price level. 
What should the government do 
under the present circumstances? It 
is trying to raise money by taking it 
out of your pockets and quite prop- 
erly so. It is trying to raise money 
by higher taxes. It may try to raise 
money by forced saving. It is trying 
to sell, to raise money by selling to 
you out of your pockets so that you 
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will cut down on your consumption. 
But it will not raise fifty-three billion 
dollars that way. It is a political and 
psychological impossibility, I believe, 
to raise that much money that quickly 
in that way. 

To be quite practical about it, we 
know that the government already 
has expanded bank deposits. We 
know that the government will sell 
bonds to banks, leading to an in- 
crease in the money, in the monetary 
purchasing power of the country. 
The net result of that has been and 
will continue to be an increase in the 
money supply. People in general 
will have more money because more 
money has been brought into exist- 
ence, which the government has pro- 
ceeded to spend. 

Now normally—when there is that 
bank credit expansion, there is a rise 
in price level. That is precisely what 
did happen in World War I. There 
was inflation. There being more dol- 
lars without any corresponding in- 
crease in the supply of goods, the 
price level rose. That was the situa- 
tion, I say, in World War I. 


Effect of Price Freezing 


UT here is the paradox today. The 
government is planning to freeze 
virtually all prices. Let us assume that 
the government sticks to that pro- 
eram. If it does, then there will be 
no rise in the price level despite the 
fact that people in general have more 
dollars. 

You wil have the peculiar situation 
of having more dollars and wanting 
to spend them. You will find prices 
frozen so that the extra dollars will 
not send up the price level. You will 
then have a situation for every com- 
modity which is analagous to the 
situation existing today for sugar. 

We say that there is a shortage of 
sugar. I don’t know the facts in 
regard to that, but really the word 
shortage does not mean what most 
people suppose it means. It is a 
shortage of sugar in this®sense, that 
at the present controlled price of 
sugar more is wanted than can be 
had. If the government did nothing, 
the price of sugar would rise. For 
one reason or another, the govern- 
ment has decided that the price of 
sugar shall not rise. That is to say, 
the government keeps the price of 
sugar at an artificially low level. At 
that artificially low level, more sugar 


is wanted than can be had. That being 
the case, more sugar being wanted 
than can be had, there is a technical 
shortage of sugar. And there being a 
technical shortage of sugar, there is 
no way out except rationing. 

There will probably be rationing of 
virtually all goods so long as this price 
ceiling, or any price ceiling, remains in 
effect. There can be no other way out 
of that dilemma. If there are more 
dollars, the price level will normally 
rise. It doesn’t rise because of a 
legal situation. If not permitted to 
rise, the prices become artificially low. 
If the prices are artificially low, people 
have more dollars than they can 
spend; they want more goods than 
they can get at that artificially low 
price. Rationing is the only way out. 


Inflation in World War I 
]X World War I that procedure 


was not followed. There was an 
expansion of bank credit because 
there was an increase in the monetary 
supply of the country, and the price 
level did rise. There was considerable 
inflation. 

The policy then was to permit that 
price level to rise, but to fix only 
strategic prices. The situation today 
is to fix virtually every price, to 
freeze, in other words, the whole 
price level. When you fix only some 
prices, you have to ration only some 
goods. When, on the other hand, you 
fix virtually all prices, you have to 
ration virtually all goods. 

Now this rationing will be a tre- 
mendous administrative problem. That 
is one bad feature of the present ar- 
rangement. On the other hand, it has 
a great advantage. The Federal gov- 
ernment is now in a position to come 
before the American public and say, 
“The cost of living will not rise.” 

Even if they permit the ceiling to 
rise somewhat, they have still vir- 
tually frozen the price level. They 
can come before the American public 
and say, “The cost of living will not 
go up.” At the same time, though, 
that the cost of living will not go up, 
your standard of living will go down. 
But that’s all right, because to the 
extent that your standard of living 
does go down, you are contributing 
directly to the war effort. 


OW can it be that the cost of 
living won’t rise? How can it be 
that the cost of living won’t rise and 
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yet the standard of living will fall? 
Prices will remain virtually fixed. 
You will have more dollars than you 
can spend any way because of ration- 
ing, and dollars will be taken away 
from you directly for the war effort. 

How will they be taken? Taxes, 
increasing taxes. Bonds sold to you 
out of your income so that you will 
have fewer dollars to spend on con- 
sumption goods. And thirdly, they 
may be taken from you in the form 
of forced savings. 

Until a few weeks ago, there hasn’t 
been in the United States a real bond 
campaign. It just hasn’t been. We 
have heard a great deal about it on 
the radio, true, but the pressure 
hasn’t been put on. The pressure 
from now on to buy bonds 
will be greater. You will 
all feel it. Perhaps you 
have already in the sense 
that treasury officials have 
been after you in your par- 
ticular establishment to 
urge your employees to buy 
more bonds. 

It has been too gracious 
so far. This isa war. You 
cannot rely on people to act 
on motives of patriotism 
and buy all the bonds we 
need to sell. Real official 
governmental pressure will 
exist as you have not seen 
it exist in the last few 
months. 

Another matter on that 
bond buying business. 
There are some of you who 
may have bought govern- 
ment bonds, defense, patriotic bonds, 
perhaps by selling some other bonds 
you had. That doesn’t do the trick. 
Nothing is accomplished when you 
buy a government bond, absolutely 
nothing, unless the purchase of that 
bond directly or indirectly leads to a 
curtailment of consumption. 

There again I want to bring you 
back to the proposition with which I 
started. The real question is the cut- 
ting down on consumers’ goods so 
that we will employ a smaller propor- 
tion of our resources in the making of 
those consumers’ goods so that more 
production goods can be made. 
Nothing would be accomplished, ab- 
solutely nothing, unless the purchase 
of those bonds led to a curtailment in 
our consumption. 

In regard to forced saving, I 
should be very happy if that were 
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put into effect and very quickly. It 
has the merit of directly taking money 
away from people each and every 
week but assuring those people that 
that money will be returned after the 
war. I think the American public, 
broadly speaking, isn’t so unhappy 
about surrendering dollars if they can 
be convinced it is directly for the war 
effort, and especially if they can be 
assured, as they can be, that those dol- 
lars will be returned to them after 
the war. 


To Tap Lower Incomes 


WE must tap the lower incomes. 

Don’t misunderstand me. We 
must also tap, and we already have, 
the upper incomes as well. But the con- 





More Arms Means Less Butter for All of Us 


suming in this country is done by 
people with relatively low incomes. 
We must decrease those incomes. We 
must decrease the incomes of all 
people also, but to get anywhere, we 
must make a violent attack on the 
low incomes. 

Now as to this price freezing order, 
there are many detailed criticisms to 
be made of it. I am aware of that 
fact but I cannot consider all of 
them. 

For example, one is that retail 
prices may be unusually low. Those 
are detail matters and presumably 
some adjustments can be made. 

A different kind of problem, 
though, not a detail by any means, is 
the present labor situation. The posi- 
tion that labor has taken is that it 
must receive wage increases; that it 
must receive wage increases as the 
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cost of living rises. The cost of liv- 
ing, however, presumably will not 
rise. That particular argument for 
wage increases therefore is demol- 
ished. 

I am not taking the position, how- 
ever, that there should be no wage 
increases. I must also say that I 
do not think it would be wise for gen- 
eral wage increases throughout the 
country to take place as long as this 
price ceiling remains. And I do not 
think that that position is at all un- 
sympathetic toward labor. I think 
many labor union officials are aware 
of the problem. They are aware of 
the fact that laborers and farmers and 
all of us put together must undergo 
a fall in the standard of living. 

However, if prices were 
frozen but wages continued 
to rise, you would defeat the 
whole purpose of this legis- 
lation. For in that case work- 
ers throughout the country 
would not be sustaining a 
drop in their standard of 
living, and unless you have 
that drop in your standard 

_ of living, unless you do. 
you can’t produce more war 
goods. So that is a problem 
that will have to be consid- 
ered very carefully in so 
far as the administration 
proposes to retain the pres- 
ent ceiling of prices. 

I have a way in my 
classes of referring to this 
economic system of ours as 
a system of capitalism. 
Then I have proceeded to 

explain in great detail what the word 

capitalism means. And I explain that 
the word capitalism means consider- 
able freedom of enterprise. I explain 
that it means that a business: man 
decides whether to go into business 

A or B or C, and the business man’s 

decision lies largely in terms of profits. 

And I explain further about prices, 
that we have a price system and that 
that price system regulates our eco- 
nomic activities. I explain further 
that should the price of a particular 
article be considerably greater than 
its cost of production, there is a 
tendency for that article to expand 
the supply and for the price of that 
article to fall. I explain that if the 
price is considerably below the cost 
of production, there is a considerable 
contraction of production of that 
article and the price rises. 
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Buy More and More Bonds 


“The real question is the cutting down on consumers’ goods so 
that we will employ a smaller proportion of our resources in 


the making of those consumers’ 
goods can be made. 


goods so that more production 


Nothing would be accomplished, absolutely 


nothing, unless the purchase of those bonds led to a curtailment 


in our consumption.” 





So it is this relationship between 
price and cost that runs the economic 
system normally. This freedom of 
enterprise prevails normally, and that 
is the meaning of the word capitalism. 
I explain that to them, and as I ex- 
plain it, I am neither defending cap- 
italism nor condemning it. I am 
just trying to explain what capitalism 
means. 


A Change in Capitalism 


BYU I find nowadays I cannot use 
that explanation of capitalism. 
Because what we have in the United 
States is not capitalism in that sense. 
Insofar as prices are no longer free, 
you don’t have capitalism. Insofar 
as business men are regulated as to 
the quantity of goods that they pro- 
duce, as to the raw materials that they 
can get, you don’t have capitalism. 

Though I say that what we have is 
not capitalism, I don’t want you to 
infer that I am condemning the pres- 
ent situation. [ am not. True, we 
don’t have capitalism. On the other 
hand, we have what we need, appar- 
ently, for purposes of winning the 
war. I am always willing to make 
any modification in the economic sys- 
tem that may be necessary for war 
purposes. 

In other words, we have at least 
temporarily pushed aside traditional 
ways of doing business. We have 
at least temporarily abandoned cap- 
italism—if you will you can call it 
regulated capitalism—for it certainly 
is different from what we typically 
have. We have abandoned that be- 
cause we have found it necessary to 
abandon it in the interest of the war 
effort. 

Then the real problem that arises 
is what presumably will be the situa- 
tion after the war. Well, I suppose 
your guess is as good as mine. It is 
largely guess work. 

This I can say, though. Capitalism, 
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of course, will not be restored in the 
event of a defeat. You will then be 
in for it. But let’s not dwell on that 
theme. In the first place, I don't 
think there will be a defeat. 

In the event of a victory, will there 
be a restoration of capitalism as you 
knew it in the past, or will business 
continue to be regulated in such 
minute detail that finally you will 
have to go into even greater detail, 
because some regulations lead to other 
regulations, and finally what you are 
left with is a government plan regu- 
lating the whole process. 

Is that the outlook after the war? 
I don’t know! There are two 
groups in Washington. There is that 
gang that is represented largely by a 
man like Thurman Arnold. His gen- 
eral conviction is that we must restore 
capitalism after the war. His policy 
is a policy of trust busting. His policy 
is a policy of faith in the price sys- 
tem, the absence of governmental reg- 
ulation except in strategic places. 
That is a position of faith, a position 
which shows an affection for cap- 
italism as we have known it. I don’t 
mean that Mr. Arnold believes that 
you could necessarily restore capital- 
ism as it was thirty or forty years 
ago, but that you can restore enough 
of it so that we can keep functioning 
as a free enterprise society. 

There is another group in Wash- 
ington that has thrown up the sponge, 
so to speak, the group which feels that 
regimentation is inevitable anyway 
and that we might as well march 
along with the trend of affairs. 

That second group, I believe, is 
rather committed, therefore, to a con- 
tinuation of a situation in which there 
is widespread government planning, in 
which each and every industry is sub- 
ordinated to a blue print prepared by 
the Federal government. 

Again I want to emphasize that 
those people who are in the second 
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school, regimentation school, are con- 
vinced regimentation is inevitable. It 
being inevitable, they say, “Let’s go 
along with the trend and prepare for 
what is inevitable.” And so they are 
laving their plans not in terms of a 
restoration of capitalism as is Thur- 
man Arnold, not in terms of a restora- 
tion of free enterprise in the price 
system, but in terms of economic 
regulation. 


Is Regimentation Inevitable? 


HE ultimate triumph is probably 

not a political question; the ulti- 
mate triumph will have to do with the 
deep. underlying trend of affairs. And 
I believe that the people in Washing- 
ton, of whatever political party they 
may be, will have to go along with 
that deep, underlying trend of affairs, 
and if the trend is toward regulation, 
they will have to fit in with it. 

I myself am not convinced that the 
-trend toward regimentation after the 
war is inevitable. I think there is a 
possibility of arresting that trend. I 
honestly think there is a possibility of 
capitalism lasting. I do not mean 
lasting forever, but who cares? But 
lasting for a stretch of years, perhaps 
fiity, perhaps a hundred. And when 
you say perhaps fifty years, well 
maybe that is the short run in terms of 
history, but it isn’t a short run for you 
and for me. It happens to be a very 
important stretch of years. I am con- 
cerned not only about the long run of 
events, I am concerned about what is 
going to happen in the next stretch 
of vears. 

I want to close by repetition of my 
original observation which by now 
may be boring you, but I beg of you 
to keep it in mind. The United 
States government can raise fifty- 
three billion dollars. It can raise more. 
There never was a country in the his- 
tory of the world that lost a war be- 
cause it was bankrupt. There never 
was a country in the history of the 
world that lost a war because its bud- 
get wasn’t balanced. You don’t fight 
a war by throwing balanced budgets 
at the enemy. You fight by throwing 
tools of war at it. It makes very little 
difference whether Japan has a bal- 
anced or unbalanced budget. It mat- 
ters whether it can redirect its econ- 
omy to bring about conversion, the 
task of using resources formerly 
used for the production of consumer 
goods for the production of war 
goods. 
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Appeal Credit Inquiry Case 
Bank Ateld Liable for Report iin ieiddibiai 


Trenton, N. J., June 2.—Is there 
a liability which may be incurred 
lu by banks in replying to credit 
reference queries from the out- 
side as to the financial responsibilities 
of customers? This question—of vast 
importance to banks—is raised in the 
case of Park & Tilford Import Corp. 
vs. Passaic National Bank & Trust 
Co. and Edward H. Roden, which 
has just been appealed to the New 
Jersey Supreme Court of Errors and 
Appeals and is scheduled for hearing 
and decision at the next term of that 
court which will be next October. 

An action originally brought by the 
Import Corp. against the bank was 
tried in the Passaic County Circuit 
Court before Judge J. Wallace Ley- 
den and a jury in that court last Jan- 
uary. The jury returned a verdict 
against the bank and judgment was 
accordingly rendered in favor of the 
plaintiff for $2,132.36. From that 
judgment the defendants have ap- 
pealed. 

The case has roused widespread in- 
terest among bankers because of its 
bearing on the long established bank- 
ing practice of acting as a credit ref- 
erence relative to customers in their 
dealings with outside parties. 


Routine Credit Reference Query 


N Oct. 8, 1938, the Passaic Na- 

tional Bank & Trust Co. received 
from the Park & Tilford Import 
Corp., of New York City, a routine 
letter of inquiry as to the financial 
responsibility of a “certain bank 
customer,” O. M. Hanson, a wine and 
liquor merchant who, the letter 
stated had given the bank as a credit 
reference—but the inquiry did not 
state the amount of credit involved or 
any details regarding the contem- 
plated transaction. On the same date 
the Passaic bank wrote a reply to the 
Park & Tilford Import Corp.’s credit 
inquiry. Referring to the customer's 
transactions the bank’s reply carried 


Credit and Financial Management . 


(From American Banker, June 3, 1942) 


these words—“balances this year 
averaging in a moderate three figure 
amount” and “our experience with 
the account has been satisfactory.” 

On the basis of the bank’s reply, 
according to testimony of C. D. Wag- 
ner (credit manager of the Park & 
Tilford Import Corp.) at the trial of 
the case, the corporation extended a 
line of credit to the liquor dealer up 
to $2,500. And, from Nov. 10, 1938, 
to Dec. 16, 1938, the Park & Tilford 
Import Corp. sold this dealer mer- 
chandise to a value of $2,342.04, on 
which no payment was received up 
to Feb. 10, 1939, when the business 
of O. M. Hanson was adjudged a 
bankrupt. The only payment subse- 
quently received, it was testified, was 
the first and final dividend of $209.68, 
from the receiver in bankruptcy, leav- 
ing an unpaid balance of $2,132.36. 
And for that sum the Park & Tilford 
Import Corp. brought suit against the 
-assaic bank. 

The plaintiff corporation in its suit 
attempted to contend that the quoted 
statements in the bank’s reply to the 
credit inquiry as to the size of the 
subject’s balances and as to the satis- 
factoriness of the subject’s account 
were “false” and were made for the 
purpose of inducing extension of 
credit as referred to above. 


Meaning of Moderate Three- 
Figure Amount 


In support the plaintiff corpora- 
tion’s credit manager testified that the 
phrase “moderate three figure 
amount” was synonymous with “med- 
ium” and meant from $300 to $600, 
while according to the allegation, the 
balances in the account as carried in 
the bank’s books, did not show an 
average within that range. 

Further, the credit manager of Bel- 
lows & Co. (offered as witness by the 
plaintiff) testified that, in dealings 
with the firm subjected to the credit 
inquiry between January, 1938, and 
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Oct. 8, 1938, his company has re- 
ceived “one’’ check which had been 
returned for insufficient funds. The 
plaintiff corporation, moreover, al- 
leged that a note given by the Han- 
son concern for a loan at the bank 
was due on Oct. 6, 1938, but had been 
renewed until Oct. 25, 1938, where- 
fore, the plaintiff argued the bank 
knew, at the time when its reply to 
the credit inquiry was written that 
this loan was in danger. 


Bank Offers Testimony As To 
Meaning of Moderate 


The Passaic National Bank & Trust 
Co. in its defense action strongly de- 
nied the allegation of falsity and with 
equal emphasis denied any intent on 
its part to mislead the defendant. 

In support of its case, the bank of- 
fered several witnesses and intro- 
duced certain record evidence at the 
trial. Its principal witness was the 
co-defendant Edward H. Roden who, 
at the time when the reply to the 
credit inquiry was written, was man- 
ager of the credit department of the 
bank. 

Mr. Roden testified that the mean- 
ings of phrases used by credit men to 
indicate the general size of an ac- 
count were elastic, different phrases 
being used by different credit men. 
He further stated that he generally 
used the phrase “moderate three fig- 
ures” for balances ranging from $200 
to $400 and that “moderate” was not 
synonymous with “medium” — this 
last term being applied to balances 
ranging from $400 to $600. Anda 
Dun & Bradstreet report which re- 
ferred to balances as ranging from 
“moderate to medium three figures” 
was introduced by the defendant bank 
as corroborating the contention that 
the two terms were not synonymous. 
The defendant bank also introduced 
testimony—supporting the statements 
of Mr. Roden as to use of credit 
phrases by Frank E, Smith, treas- 
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urer of the United States Trust Co., 
Paterson, N. J., Joseph Marshall, as- 
sistant cashier of the Prospect Park 
National Bank, Prospect Park, N. J., 
and David E. Templeton, manager of 
the Passaic & Bergen County Credit 
Bureau, Paterson, N. J. 

Mr. Roden testified that in 1938, 
up to the date when the bank’s reply 
to the plaintiff corporation’s credit 
inquiry was written, the Hanson ac- 
count balances had been averaging 
between $200 and $300. He added 
that as set forth in the reply to the 
credit inquiry, the bank’s experience 
with the account was satisfactory. He 
stated that while the Hanson concern 
had not been steadily on the Bank’s 
books for a period of years this cus- 
tomer had in previous years obtained 
loans similar to the one which was 
on the bank’s books at the time of 
the reply—and those previous loans 
had been paid “after the Christmas 
holiday season.” 

As to the plaintiff’s contention that 
* mewal of the Hanson note on Oct. 6, 
.938 (two days preceding the date of 
reply to the credit inquiry) had fixed 
the defendant bank with knowledge 
that the loan was in danger and there- 
fore its statement as to the satisfac- 
toriness of the account was false, sev- 
eral items of evidence were offered 
at the trial. The bank’s records were 
introduced to show that the previous 
indebtedness of the customer had been 
cleaned up in May, 1938, at which 
time a new loan was granted—in the 
sum of $1,800. Subsequently, in 
August, the loan was increased to 
$2,300, with the note maturing on 
Oct. 6, 1938. This record evidence 
was supplemented by testimony of 
Mr. Roden to the effect that, at the 
time when the loan was obtained the 
borrower had agreed to make a re- 
duction of $200 in October and, on 
the maturing date, October 6, had re- 
cuested a renewal of the note until 
October 25, at which time the pay- 
ment agreed upon for October could 
be more conveniently made. And the 
bank’s records showed that the pay- 
ment was made at the maturity of the 
renewed note on October 25. 

At the trial in addition to the con- 
tention by the bank that its reply to 
the credit inquiry contained no false 
statements, argument was naturally 
advanced that, even if the statements 
above quoted were false, they were 
not knowingly false and there could 
be no evidence that they were known 
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Shows How to Figure Costs on 
Contracts for War Materials 


Members of the N.A.C.M. who are engaged in war contracts on the 
cost plus a fixed fee basis will be interested in a new pamphlet published 
by the War Department and the Navy Department entitled “Explanation 
of Principles for Determination of Costs Under Government Contracts.” 
Copies of this pamphlet may be obtained by applying to the Superinten- 


dent of Documents, Washington, D. C. The cost is 10 cents per pam- 
phlet. The pamphlet covers first an outline of the items of cost such as 
manufacturing cost, performance cost, administration and distribution 


expenses. 


It also points out what items are admissible in figuring costs 


and what type of accounting system is required in keeping costs under 


such contracts. 


The booklet is endorsed by both the War Department 


and the Navy Department and is considered an official outline of cost 


procedure. 


The information contained in this pamphlet should be checked by 


every company doing war work. 


to be false or that they were made 
with intent to deceive or defraud. 
The case was nevertheless submitted 
to a jury—with the above stated re- 
sult. 


Appeal to the New Jersey State 
Supreme Court on the part of the 
bank is impelled by the twofold mo- 
tive of seeking justice by vindication 
of a procedure which is part of vir- 
tually every bank’s credit service, and 
a desire to prevent this jury decision 
from creating a precedent upon which 
the entire routine of bank credit ref- 
erence procedure would become le- 
gally dangerous. The concept which 
the import company plaintiff seeks to 
establish, that of liability of a bank 
for loss of a non-customer to whom 
it has given a credit reference on a 
customer, is of such moment to all 
banks that the outcome of the appeal 
is bound to be a center of virtually 
national interest. 


This article is reprinted from the 
“American Banker.” The case has 
naturally aroused a great deal of in- 
terest among credit executives in vari- 
ous sections of the country. The As- 
sociation has been following any de- 
velopments quite closely and will con- 
tinue to do so. The matter has been 
thoroughly discussed with our attor- 
ney and we quote from his report fol- 
lowing the discussions: 

“According to the report, the case 
was tried before a jury in the Pas- 
saic County Circuit Court last Jan- 
uary and has been appealed to the 
Supreme Court of Errors and Ap- 
peals, and will be argued there next 
October. It appears that the bank 


was charged with knowingly fur- 


nishing false information to the 
plaintiff, on which the plaintiff re- 
lied, to its damage. The question 
would, therefore, appear to be pri- 





marily one of fact rather than law, 
and for this reason it does not seem 
to me appropriate that the Associa- 
tion intervene and file a brief as 
amicus curiae. There is nothing 
novel in the proposition that one, 
who knowing that the information 
will be relied upon in connection 
with the extension of credit, fur- 
nishes false information, or who 
having no knowledge issues a reck- 
less misstatement or an opinion 
based on grounds so flimsy as to 
lead to the conclusion that there was 
no genuine belief in its truth, is 
liable to any damage thereby caused. 
State Street Trust Co. v. Ernst, 278 
N. Y. 104. That appears to be all 
that was held in the case under con- 
sideration. Whether or not the bank 
knowingly furnished false informa- 
tion, or was guilty of a reckless 
misstatement, or of such gross neg- 
ligence as to amount to fraud, was 
a question of fact for determination 
by the jury, and on appeal the prin- 
cipal question will be whether there 
was evidence sufficient to sustain the 
verdict.” 


There is, of course, no attempt in 
this opinion of our attorney to decide 
as to whether the jury’s interpretation 
of the facts was correct. That is a 
matter to be decided by the Court of 
Appeals. One thing, however, seems 
clear; namely, the fact that credit is 
extended on the basis of information 
given by a creditor does not in itself 
make that creditor liable for damages 
even though the inquirer suffers a loss 
from the extension of the credit. A 
claim for damages exists only in cases 
where the one of whom the inquiry is 
made knowingly furnishes false infor- 
mation, or, having no knowledge of the 
facts, makes a reckless misstatement, 
or issues an opinion, “based on 
grounds so flimsy as to lead to the 
conclusion that there was no genuine 
belief in its truth.” Here again we 


want to emphasize that we are in no 


way suggesting that in this particular’ 
case the bank did knowingly or reck- 
lessly furnish false information. That 
is a matter for the courts to finally 
determine. 
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Institute Studies War Economy 


aiaiiaue enitsleas on Calta Opened July 27th 


The impact of the war on Amer- 
ica’s credit economy was thor- 
oughly analyzed at the sessions of 
the Summer Institute of Credit 
Management which started on July 
27th on the campus of Babson Insti- 
tute for the second consecutive year. 
The Summer Institute of Credit 
Management was sponsored at Bab- 
son Park under the joint auspices of 
the National Association of Credit 
Men and Babson Institute of Business 
Administration. The students in at- 
tendance were senior credit executives 
connected with manufacturing, bank- 
ing and wholesale firms. 

The courses of study in the cur- 
riculum included: Analysis of Finan- 
cial Statements, taught by Professor 
John Andrew Petersen, Babson Insti- 
tute; Bankruptcy and Reorganiza- 
tions, taught by Professor Louis P. 


Credit and Financial Management . 


E. J. Benge of Chicago talks to his class 


Starkweather, New York University ; 
Economics for Today and Tomorrow, 
taught by Professor Ray B. Wester- 
field, Yale University. 

Also, Business Psychology, taught 
by Eugene J. Benge, Industrial Engi- 
neer, Chicago, Ill.; Commercial Law, 
taught by Harold Hastings Shively, 
Babson Institute; Credit Department 
Management and Procedures, taught 
by Leland T. Hadley, Goodman 
Manufacturing Co., Chicago, IIl.; and 
Management Problems and Policies, 
taught by J. K. Horner, Babson In- 
stitute. 

The schedule of lecture and panel 
discussions, which were held at 
Richard Knight Auditorium, Welles- 
ley Avenue, on the campus, included 
the following : 

July 27—8:30 a. m.—Panel : “What 
Has the War Done to Our Credit 
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in Business Psychology as the Institute opens. 


Relations with Latin America ?’— 
Participants: P. J, Gray, National 
Association of Credit Men, New 
York; R. M. Binney, Foreign Divi- 
sion, First National Bank, Boston; 
Camilo Rodriguez, Credit Manager, 
Davol Rubber Co., Providence, R. I.; 
Donald J. Moore, Boston Exporter. 

July 27—6:00 p. m—Dinner Dis- 
cussion : ““What Ought Credit Men to 
know about the Cultural Interests of 
Latin America?”—Robert G. Cald- 
well, Dean of Humanities, Massachu- 
setts Institute of Technology. 

July 28—8:30 a. m.—Discussion : 
“Relation of Financial Policy to 
Credit Management’”—John K. Hor- 
ner, Finance Division, Babson Insti- 
tute. 

July 28—7:30 p. m.—Lecture: 
“The Make-Up of These United 
States”—Richard Logan, Geographer, 
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Babson Institute. 

July 29—8:30 a. m.—Panel : “How 
Are Installment Selling Regulations 
Affecting Credit?”—Participants: A. 
J. Guffanti, Vice Pres., Springfield 
National Bank, Springfield, Mass. ; 
L. B. Stuart, Treasurer, Ralston 
Purina Co., St. Louis, Mo. 

July 30—8:30 a. m.—Discussion : 
“Economic Forces to be Released by 
the Peace with Some Indications as 
to How They Might be Met’”—Wil- 
son F, Payne, Babson Institute. 

July 31—8:30 a. m.—Panel : “Place 
of the Commercial Credit Man in the 
War Economy”—Participants : How- 
ard S. Almy, Collyer Insulated Wire 
Co., Providence, R. I.; James A. 
Mawn, Gulf Oil Corp., Boston; Le- 
land T. Hadley, Goodman Manufac- 
turing Co., Chicago, III. 

August 1—8:30 a. m—Panel : “The 
Place of Credits in the Problems of 
Rehabilitation” — Participants: Eu- 
gene J. Benge, Management Engi- 
neer, Chicago, Ill.; Wilson F. Payne, 
Babson Institute. 

August 3—8:30 a. m.—Panel: 
“Current Banking Regulations and 
Their Effect Upon Credit”—Partici- 
pants: Ray B. Westerfield, Prof. of 
Political Economics, Yale University ; 
L. B. Stuart, Treasurer, Ralston Pu- 
rina Co., St. Louis, Mo.; Roger 
Damon, Ist National Bank, Boston. 

August 3—7:30 p. m.—Discussion : 
“Credit Builds the Future’”—Henry 
H. Heimann, Executive Manager, 
National Association of Credit Men. 

August 4—8:30 a. m.—Discussion : 
“Some Business Trends Not to be 
Overlooked”—Carl D. Smith, Presi- 
dent, Babson Institute. 

August 5—8:30 a. m.—Panel: 
“What Does the Credit Man Need 
to know About Priorities and Ration- 
ing ?’’—Participants : Eldon C. Shoup, 
Regional Rationing Executive, New 
England Regional Office, Boston; C. 
J. Moynihan, Chief Rationing Attor- 
ney for N. E. Region; H. H. Shively, 
Babson Institute. 

August 6—6:00 p. m.—Dinner Dis- 
cussion: “Everyday Economics for 
the Businessman”—Ralph B. Wilson, 
Economist, Babson’s Reports, Inc. 

August 7—8:30 a. m-—Panel: 
“Uses of Insurance for Credit Pro- 
tection”—Participants: P. M. Mil- 
liams, American Credit Indemnity 
Co., Baltimore; Md.; Clyde Day, Sec- 
ond Vice Pres., John Hancock Mu- 
tual Life Insurance Co., Boston. 
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esting feature of the enrollment this year was the number who attended the 


Group picture taken Monday morning, July 27th, 
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Latin-American Credit Survey 
28th ee AReport on € ablations for Past 6 Stevithe 


Commercial credit and collection 
conditions in 21 Latin American 

W markets, during the first half of 

1942, continued the upward trend 
which has been in progress, according 
to these surveys, since July of 1940. 
In the majority of countries under 
survey, credit and collection indices 
have now shown a steady upward 
trend for two years, reflecting, of 
course, the judgment of United States 
manufacturers and exporters whose 
contributions to these surveys repre- 
sent their actual credit and collection 
experiences in the markets covered. 

The continuation of this upward 
trend is encouraging, occurring as it 
did in a period that found our own 
country and many of our Latin 
American neighbors engaged in an 
all-out war effort with consequent 
wide-spread economic disruptions and 
dislocations. The colossal task of 
fighting a global war, that calls for 
mountains of raw materials, produc- 
tion that can only be figured in mil- 
lions of man-hours and world-girdling 
transportation requirements, strikes 
with a terrific impact on our West- 
ern Hemisphere economy, geared as 
it was to an easy-going peace-time 
routine. 

While the conversion of our in- 
dustrial set-up from peace-time to 
war-time activity and the expansion 
of our war effort in all departments 
has been amazing, it is quite as re- 
markable that we have been able to 
continue to a fair degree not “busi- 
ness as usual” but at least an ex- 
change of those prime essentials re- 
quired for maximum maintenance of 
military effort and the preservation 
of our mutual civilian economies. 
That this interchange of civilian goods 
continues to be carried on, in large 
part under peace-time terms, with the 
highly satisfactory record set forth 
in this survey, is extremely gratify- 
ing. 

It is not suggested that there have 
been no changes in selling terms. 
Letters of credit have been requested, 
and in some cases have been volun- 
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tarily offered where previously more 
general accommodations had been ac- 
corded. This is particularly true 


where special manufacturing or strate- 
gic materials or far advanced shipping 
But the fact 


dates were involved. 





that approximately 200 American 
manufacturers and exporters can re- 
port so favorably from actual credit 
operations in all the markets included 
in the survey, indicates that American 
foreign traders are doing their utmost 
to continue to serve their Latin- 
American buyers on the best possible 
terms. 

As part of the economic warfare, 
our country and many of our neigh- 
bors are employing the potent weapons 
of foreign funds control, export and 
import controls, “black lists,” alloca- 
tions, priorities, censorship, rationing 
and price control, all of which im- 
pinge upon our civilian economies as 
inevitably as do our military efforts, 
and here again it is not only the 
multiplicity of these economic weapons 
and their accomplishments that are re- 
markable—it is the fact that they have 
been so designed and so operated that 
they still permit the maintenance of a 
maximum interchange of civilian 
essentials. 

Looking ahead, it is evident that 
transportation represents one of our 
major tasks what with the necessity 
of sending armies of men and millions 
of tons of munitions half way around 
the world with other millions of tons 
of imports required to make those 
“exports” possible. Our present 
ship building program, the expansion 
of naval convoys, and the improve- 
ment of our submarine control tech- 
niques, together with the already evi- 
dent improvement in the utilization 
of all presently available transporta- 
tion and shipping facilities, permit us 
to hope that this task will not prove 
insurmountable and that continuation 
of the exchange of goods with our 
neighbors will be possible. 

The fact that our purchases in 
Latin America are largely of strategic 
materials, and that the goods desired 
from us fall into consumer classifica- 
tions on which we have been forced 
to cut production, is a dislocating 
factor that may be difficult to correct. 
In addition to the shortages already 
evident in products requiring metals, 


August, 1942. 








chemicals, plastics and rubber, we 
must be prepared for a tightening up 
in other lines that will make further 
restrictions necessary. 

Our various purchases throughout 
Latin America have removed, to a 
great extent, the old problem of ex- 
change shortages. Exchange is 
readily available in the majority of 
our neighboring countries, and in 
some cases a growing surplus of ex- 
change exists, which poses another 
problem for our Government and 
foreign traders to solve. However, 
our Government has repeatedly stated 
and has demonstrated in actual prac- 
tice its realization of the importance of 
maintaining Hemisphere economy and 
of preserving as well as developing, 
Hemisphere trade. On the basis of 
the results shown in the first half 
of this year, we feel we can look 
forward to the future with confidence, 
assured that despite our many prob- 
lems and the errors that are inevitable 
in war-time, we shall continue to 
maintain our foreign trade at the best 
levels possible under the circum- 
stances. 

Certainly, the expansion of indus- 
trial activity in Latin America with a 
consequent higher standard of liv- 
ing, and the mutual benefits accruing 
from our long term purchasing con- 
tracts, and Hemisphere unity gener- 
ally, warrant optimism as regards the 
post-war era and should encourage 
the foreign trader to “carry on” re- 
gardless of the trade interferences 
presently encountered. 

The American manufacturers and 
exporters contributing to this survey 
are located in all parts of the United 
States, and they represent a veritable 
cross-section of American products, 
the majority of them reporting credit 
and collection experiences in all of the 
markets included in this survey. 

In compiling this survey, no consid- 
eration is given to the question of 
‘Governmental debts or service obli- 
gations, and the classification of 
“Credit Conditions” refers to the 
situation within the various Latin 
American markets from the commer- 
cial point of view only, as judged 
by American manufacturers and ex- 
porters. Comments made by those 
replying to the survey under the gen- 
eral heading “Collection Conditions” 
may be considered as indicating the 
current trend based on the definite 
experience of American manufac- 
turers and exporters having commer- 
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THE AMERICAN “BLACK 
LIST” WARNING 


Members are reminded to 
refer to the Proclaimed List 
of Certain Blocked Nationals 
(The American Black List) 
before corresponding with or 
entering into business trans- 
actions with foreign firms. 
Also it is suggested that they 
check the “political status” 
of foreign concerns not on 
the Proclaimed List, with 
whom they contemplate 
The Pro- 

Certain 


doing business. 
claimed List of 
Blocked Nationals with Re- 


visions and Supplements 
thereto may be obtained from 
any Federal Reserve Bank, 
while “political status” in- 
formation may be had by 
addressing an inquiry in 
duplicate to the Commercial 
Intelligence Unit of the Bu- 
reau of Foreign & Domestic 
Commerce, Department of 
Commerce, or to any of its 
Regional offices. 


cial collection items in the markets 
surveyed, 

Crepit Conpitions—Insofar as the 
present semi-annual survey is con- 
cerned. which covers credit conditions 
prevailing in the first six months of 
1942, the members of the Foreign 
Credit Interchange Bureau believe 
that seventeen of the markets under 
consideration should be regarded as 
“GOOD”: six should be rated as 
“FAIRLY GOOD”: one as “FAIR”; 
and that none should be considered as 
“POOR” or “VERY POOR.” This 
is a continuation of the trend revealed 
in the preceding survey covering con- 
ditions in the last six months of 
1941. Nineteen of the markets under 
consideration have higher ratings on 
the credit index than they had six 
months ago; four showed a decline; 
and one, Peru, showed no change. 

Good: MEXICO, BRAZIL, PAN- 
AMA, PUERTO RICO, NETHER- 
LANDS POSSESSIONS, BRIT- 
ISH POSSESSIONS, ARGEN- 
TINA, VENEZUELA, CUBA, 
PERU, COLOMBIA, URUGUAY, 
BOLIVIA, GUATEMALA, DO- 
MINICAN REPUBLIC, EL SAL- 
VADOR, ECUADOR. 

These seventeen markets appear in 











this classification in the order named. 
There has been some reshuffling in 
this order as compared with the pre- 
ceding survey. Bolivia and Ecuador 
moved up to this classification from 
their rating of “FAIRLY GOOD” 
six months ago. 

Fairly Good: PARAGUAY, 
CHILE, HAITI, HONDURAS, 
NICARAGUA, COSTA RICA. 

Paraguay, Honduras and Nicaragua 
moved up to this position from their 
place in the “FAIR” column where 
they were six months ago. 

Fair: FRENCH POSSESSIONS, 

This market was the only one rated 
“VERY POOR” six months ago, but 
in the opinion of the Bureau mem- 
bers it deserves a “FAIR” classifica- 
tion in the present survey. 

Poor: NONE. 

Very Poor: NONE. 

CoLttecTtions—This is the third 
consecutive semi-annual survey in 
which not a single one of the markets 
under consideration is rated “POOR” 
or “VERY POOR?” from the point of 
view of collections. The members of 
the Bureau have found that in twenty- 
one of the markets surveyed, collec- 
tions are “PROMPT,” and that they 
are “FAIRLY PROMPT” in the re- 
maining three markets. In the pre- 
ceding survey, 23 markets were rated 
as “PROMPT,” and one as 
“FAIRLY PROMPT.” The collec- 
tion index also shows that in this 
survey, sixteen markets received 
higher ratings than they did six 
months ago, five had lower ratings, 
and three showed no change. 

Prompt: PARAGUAY ARGEN- 
TINA, PUERTO RICO, CUBA, 
BRITISH POSSESSIONS, PAN- 
AMA, PERU, NETHERLANDS 
POSSESSIONS, GUATEMALA, 
URUGUAY, BRAZIL, HAITI, 
COLOMBIA, DOMINICIAN RE- 
PUBLIC, VENEZUELA, ECUA- 
DOR, BOLIVIA, MEXICO, EL 
SALAVADOR, CHILE, HON- 
DURAS. 

Fairly Prompt: NICARAGUA, 
COSTA RICA, FRENCH POS- 
SESSIONS. 

Costa Rica was the sole occupant 
of this column six months ago. In 
this survey she has been joined by 
Nicaragua, and the French Posses- 
sions, which dropped down from their 
“PROMPT” rating in the preceding 
survey. 

Slow: NONE 
Very Slow: NONE 
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The Circulation Principle 
pe Proposed Plan for Preparation of et od Oe iti eaials 


Let us start with a subject of 
common interest—here are two 

lu financial statements—of the same 
hypothetical subject. 

One is a balance sheet. Immed- 
iately you ask yourselves—How good 
are the accounts receivable ?’—How 
much shall we discount the inven- 
tories to play safe?—Where are the 
officers’ accounts?—What are the 
notes receivable?-—What does the 
accountant’s certificate say ?—What 
really is the current working capital ? 
—What effect has war activity and 
defense work had upon the assets? 

Or perhaps, if the answers to the 
foregoing questions are not available, 
you are extolling the methods of the 
country banker of several decades 
ago who always had his customer fill 
out a skeleton financial statement 
form—added the listed assets—de- 
ducted the listed liabilities and di- 
vided the result by 2 if the customer 
was considered honest—and by any 
larger number, if otherwise. 


The Circulating Capital 


HE other financial statement is 

based on the Circulation Prin- 
ciple. The questions are all answered. 
The Current Circulating Capital 
amounted to $172,608.62—and the 
accountantant’s certificate states so— 
in plain unmistakably understandable 
words in a simple statement—with 
no hedges except for contingencies. 

Why does not the first statement 
show the financial statement as clear- 
ly? Others. have asked similar ques- 
tions. 

Roy A. Foulke in his “Balance 
Sheet of the Future” points out the 
variances in standards of accounting 
procedure which exist. His conclu- 
sions are based on results of question- 
naires mailed to bankers, accountants, 
and to credit men. The result is not 
only a wide variance of opinion be- 
tween accountants and credit men as 
to what should be expected, but also 
a wide variance within the ranks of 
accountants. 

The Securities and Exchange Com- 
mission asked similar questions in the 
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McKesson & Robbins case. 

The circulation principle is the re- 
sult of the writer’s research and ex- 
perimentation over a number of years 
in search of a practical application of 
simple principles of economics to the 
practice of accountancy, with par- 
ticular respect to the preparation of 
financial statements. 


Eliminating Inexactness 


SPECIFICALLY, the objective of 

this research was to overcome the 
elements of inexactness and to de- 
velop a basis so exact that “the ap- 
plication of judgment, accounting 
principles and conventions to certain 
economic facts and transactions” (Fi- 
nancial Audits—D. L. Trouant, Page 
4) might thereby be replaced. The 
“application of judgment” leaves 
much to be desired as a basis of 
professional conduct or application to 
any problem because of extreme va- 
riances in thinking processes, no mat- 
ter how intelligent or experienced the 
individuals within a profession may 
be. We have observed that the ac- 
counting profession does not agree 
on a code of accounting principles as 
evidenced by the variances of thought 
and opinions revealed in Roy A. 
Foulke’s “The Balance Sheet of the 
Future” (Dun and Bradstreet, Inc., 
1941). It naturally follows that “ac- 
counting conventions”, the third fac- 
tor in Mr. Trouant’s statement, can 
be no more uniform in application 
than the factors of “judgment” and 
“accounting principles”. 

A balance sheet, or a financial state- 
ment, presumes to be an exposition of 
the capital condition of an owning 
entity. We, as professional account- 
ants, imply that the balance sheet is a 
statement of condition when we at- 
tempt to classify accounts as “Cur- 
rent, Fixed” or otherwise, When, 
however, we fail to agree upon the 
inclusion or exclusion of certain items 
in the balance sheet classifications, or 
fail to agree upon the manner in 


which component items shall be 
classified, we condone a condition in 
which we must resort to the defense 
of describing accountancy as “an in- 
exact science.” Furthermore, when 
we fail to agree on the ability of 
professional accountants to accept re- 
sponsibility for the items contained in 
the balance sheet, we invite criticism 
from those interested therein as 
bankers, creditors, administrators, in- 
vestors or stockholders. 

Since the balance sheet, or financial 
statement, presumes to be an exposi- 
tion of capital condition, the starting 
point in the consideration of an ade- 
quate basis for a financial statement 
is an understanding of the term “cap- 
ital.” 


Adam Smith on Capital 


DAM SMITH, in his treatise 

“Wealth of Nations,” published 
in 1776, described specific concepts of 
capital, some of which are quoted in 
the following excerpts (numerals are 
mine) : 

1. “That part (of his whole stock) 
which, he expects, is to afford 
him a revenue, is called his cap- 
ital.” 


. “The capital employed. . . yields 
no revenue or profit to its em- 
ployer, while it either remains 
in his possession, or continues in 
the same shape.” 


3. “The goods of the merchant 
yield him no revenue or profit 
till he sells them for money.” 

4. “...Capitals (‘going from him 
in one shape and returning to 
him in another, and it is only by 
means of such circulation, or 
successive changes, that it can 
yield him any profit’)...may 
very properly be called circulat- 
ing capitals.” 

5. “‘...Capitals (‘Employed in the 
improvement of land, in the pur- 
chase of useful machines and in- 
struments of trade, or in such- 
like things as yield a revenue or 
profit without changing masters, 
or circulating any further’)... 


bo 
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A FINANCIAL STATEMENT 
Recorded Non- Circula- 
Amounts Circulating ting 
CIRCULATING CAPITAL 
CURRENT CIRCULATING ASSETS 
Cash on Hand and in Banks ...... $ 11,002.63 $ — _ = $ 11,002.63 
Accounts Receivable .............. 59,082.35 6,318.55 52,763.80 
eS ee 8,450.00 3,000.00 5,450.00 
Inventories 
Pama Mes 64s oe cs ges 47,988.45 14,622.55 33,365.90 
Work in Prooccss ......:.5....- 23,455.20 1,125.16 22,330.04 
I Th a a pe ae an 32,542.50 7,263.00 25,279.50 
Prepaid Expenses ................ 545.90 815.65 730.25 
BOORRe 5 See eS . $184,067.03 $ 33,144.91 $150,922.12 
Less—CurrRENT LIABILITIES 
Notes Payable to Banks .......... 50,000.00 
Accounts Pageble ...............- 39,418.26 
Accrued Expenses and Taxes ..... 


eS i ie ee 

CURRENT CIRCULATING CAPITAL 

Fixep CIRCULATING ASSETS 
Nas Sey Og Sa ie Se ae $ 
Buildings 
Machinery, Equipment and Fixtures 


27,824.58 
117,242.84 
$ 33,679.28 


5,000.00 $ 1,500.00 $ 3,500.00 
71,115.70 
225,737.32 


16,500.00 54,615.70 
118,526.48 107,210.84 


$301,853.02 $136,526.48 $165,326.54 


Less—Reserves for Depreciation .. 72,922.60 46,525.40 26,397.20 
DMEM ne ciate oe San iN Say sd & $228,930.42 $ 90,001.08 138,929.34 
ToTraL CIRCULATING CAPITAL ......... $172,608.62 
Non-CIRCULATING POSSESSIONS 
Accounts and Notes Receivable . $ 9,318.55 
Less—Reserve for Doubtful Items. . 5,350.00 
NE, OSE ge ae $ 3,968.55 
Inventories—Finished Goods ....... 14,622.55 
—Work in Process ..... 1,125.16 
—Materials .......... 7,263.00 
Prepaid Expenses ................ 815.65 
Cash Values—Life Insurance Policies 2,856.08 
Officers’ Accounts ................ 1,876.25 
NL SS eee 90,001.08 
DUNE es coc un ania cake PSs 122,528.32 
Tora Net WortH Perr Books ...... $295,136.94 
Represented by: 
Authorized and Issued Common Stock $150,000.00 
se ag ap eke a's Whe as 65,225.00 
ee LS ee 79,911.94 
DMR MN sree wee eet wh, $295,136.94 


We hereby certify that, in our opinion, in accordance with the accompanying 


Statement of Principles, the Circulating Capital of 
, 1942 to the sum of $172,608.62, subject to 


poration, amounted at 


, an Illinois Cor- 


contingent assets in the sum of $25,000.00; that the Financial Statements contained 
herein reflect the true condition of the Company’s capital at said date; and that the 
Statements of Operations contained herein report the true results of the Company’s 


operations for the year ended 


, 1942. 





may very properly be called 
fixed capitals.” 

We can now add another principle 
in furtherance of principles 4 and 5— 
summarized most aptly by Dr. Henry 
P. Shearman (“Practical Econom- 
ics’”’—McGraw-Hill Book Company ). 

6. “It (fixed capital) does circulate 

but with the slowness of the 
tortoise, not the speed of the 
hare.” 


Two Definitions 
HUS, the possessions of an own- 
ing entity which can be classified 
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as “Circulating” represent the capital 
thereof, and are described as circulat- 
ing assets. However, some of these 
possessions are usually found to have 
been borrowed—or to have been ac- 
quired in lieu of the owner’s credit— 
and must be deducted from the Cir- 
culating Assets in order to determine 
the net capital of the owner. 

Two definitions are now in order— 

1. Circulating assets are posses- 
sions of an owner or an owning en- 
tity, engaged in a going business, 
which yield income in the form of 
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employable utility to such owner 
within the normal period of one year. 
They are classified as Current, Fixed, 
and Invested. Bases of valuation are 
included in the description of the as- 
set where values other than cost are 
listed. 

2. Circulating capital is the amount 
of Circulating Assets after deduction 
of all liabilities other than invested 
capital or capital equities. The des- 
ignation of Circulating Capital is an 
expression of the owner’s financial 
condition, subject only to contingent 
liabilities. 

The definition of Circulating As- 
sets consists of the following factors 
which are described in the following 
paragraphs. 

Circulating Assets are: 

(a) Possessions of an owner or 
an owning entity, 

Engaged in a going business, 
Which yield income in the 
form of employable utility to 
such owners, 

Within the normal period of 
one year. 

They are classified as Cur- 
rent, Fixed, or Invested. 
Bases of valuation are in- 
cluded in the description of 
the asset 

Where values other than cost 
are listed. 


(b) 
(c) 


(d) 
(e) 
(f) 


(g) 


The First Essential 


¢¢PDOSSESSIONS of an owner or 
an owning entity” means two 
things—first, the actual existence of 
the named ebjects; second—absolute 
ownership by the claimant. 

Thus, the Circulation Principle re- 
quires that the accountant satisfy him- 
self primarily with the actual exist- 
ence of the asset or assets claimed. 
The manner in which he can be satis- 
fied varies with the nature of the 
asset. Book balances, property sched- 
ules and inventory lists do not in 
themselves assure the existence of 
assets. Consequently, examinations 
and evidences of existence must be 
employed to assure the accountant of 
this first essential. 

The element of absolute ownership 
by the claimant is just as essential as 
the element of existence because of 
the dangers of deception. Satisfac- 
tion as to this element involves not 
only title to the objects but the de- 
termination of any liens, encum- 
brances, or unpaid obligations which 
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follow the object claimed as a pos- 
session. 

(b) “Engaged in a going busi- 
ness” is in direct contrast to the fac- 
tor discussed under (a). This fac- 
tor qualifies the owner of the pos- 
sessions as to whether or not he is 
engaged in a going business. A going 
business is one in which the quality 
of circulation so aptly described by 
Adam Smith is present. Without the 
quality of circulation, one’s posses- 
sions quite naturally cannot circulate 
—and consequently there can be no 
classification of one’s possessions as 
Circulating capital. When the owner 
of possessions is unable to utilize 
their value, the only element of value 
is to a succeeding owner—by sale, 
foreclosure, transfer or liquidation— 
and the present owner is therefore 
disqualified because he is not engaged 
in a going business. For the ac- 
countant to attempt to predict what 
the ability of a subsequent owner is 
with respect to the utilization of such 
possessions would be just as improper 
as to ignore this factor in the exam- 
ination of a present owner’s posses- 
sions. All possessions of such an 
owner must be classified as Non-Cir- 
culating because their sole utility de- 
pends on the ability to liquidate, 
which is unpredictable. 


Is It an “Employable Utility”? 


6¢ HICH yield income in the 

form of employable utility to 
such owner” qualifies factor (b). 
After knowing the owner is engaged 
in a going business, two elements 
must be considered—first, the object 
must be salable or usable, and, sec- 
ond, the object must be salable or 
usable by its owner in the ordinary 
course of his business. 





That the object must be salable or | 


usable is a further qualification of the | 


first element in factor (a). Not only 


must the object exist but it must pos- | 
oqe . . | 
sess the form of utility which its na- | 


ture implies. 


For example, a wagon | 


must have utility as a conveyance. | 


If it is a worn-out and dilapidated 


wagon with only a junk value, not- | 


withstanding the general description 
as a wagon, it does not possess the 
utility implied in the usual considera- 
tion of a wagon. Having determined 
the utility quality of the object, the 
second element must be considered— 
the ability of the owner to utilize the 
object in the ordinary course of busi- 
ness. 

The owner of a good wagon, re- 
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AMERICAN 
CREDIT 
INSURANCE 


is tailored to fit the 
needs of your busi- 
ness. It guarantees 
payment of Accounts 
Receivable... guaran- 
tees reimbursement 
for losses caused by 
the insolvency of 
customers. Either 
your customers pay 
you... or AMERICAN 
CREDIT pays you. 
* 


49 YEARS IN BUSINESS 
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a . .. planned for victory. When the 
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VERY detail of battle must be planned in 


zero hour arrives, it is too late to remedy fatal 
oversights ... too late to revise plans... too 
late to correct blunders. 


In business, too, executives must plan care- 
fully ... must plan each detail of the advance 
toward profit... must plan safe-guards against 
unexpected blows. 


Credit losses are a major hazard. The ad- 
vance toward profit may be gaining rapidly, 
yet be abruptly halted and the gains suddenly 
destroyed by failure of a large account. 


The Credit Executive can gauge credit risks 
according to information available before 
goods are shipped. But the Credit Executive 
cannot be charged with those large crippling 
losses which result from incidents occurring 
after credit has been approved. 


Against that risk, Accounts Receivable 
need the protection of AMERICAN CREDIT 
INSURANCE. When you realize the protec- 
tion which an AMERICAN policy affords to 
dividends . . . to working capital .. . to the 
credit standing of your firm with your bank 
and other creditors . . . the cost becomes 
negligible, the value evident. 


Investigate today. Address Dept. C-8 for free 
copy of “The A-B-C of Credit Insurance.” 


First National Bank Building, Baltimore 





¢ Yom Accounts Receivable” 
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quiring conveyance facilities naturally 
needs the utility afforded by the 
wagon, and because it renders a serv- 
ice, is a Circulating Asset for the 
two reasons, that the wagon affords 
conveyance utility, and that the owner 
requires and can use such utility. 

The owner of the worn-out wagon 
with only a junk value, is not in the 
junk business, the wason therefore 
renders no utility, and any value 
claimed must be classified as Non- 
Circulating. 

Likewise, any objects of inventory, 
equipment or other form of value 
whose utility is not absorbable by its 
owner must be classified as Non-Cir- 
culating. 


The Annual Day of Reckoning 

6\WV ITHIN the normal period of 
one year” further qualifies 

the second element in factor (c). 

Because of the nature of the uni- 
verse causing the earth to require a 
year in making its revolution around 
the sun, thus causing the four seas- 
ons, and a calendar of usually 365 
days, the year has become the stand- 
ard by which periods of time are 
measured. Likewise, economics and 
business have adopted the year as its 
measurement of time; justifiably so, 
because the seasons do have their 
effects on the habits and business of 
people in satisfying their economic 
needs. Custom has thus provided the 
annual day of reckoning to such an 
extent that we consider a debt to be 
current if it must be repaid before 
the next annual day of reckoning— 
and this practice pursues each month- 
ly closing date in business through- 
out the year. 


must circulate in order to resume 
their original form of money, and 
money is necessary to liquidate lia- 
bilities, those assets which are ex- 
pected to circulate within this same 
period of a year are considered by 
business men to be Current Assets. 

The writer has, therefore, applied 
the same principle to all possessions 
and those whose utility can be 
absorbed by the owner during the 
period of one year are classifiable as 
Circulating Assets. Non-trading pos- 
sessions, such as equipment, housing, 
and machinery, which do not com- 
pletely circulate within the period of 
one year are considered to be Cir- 
culating if they furnish owner utility 
within that period. 

When conditions require a longer 
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period than one year in the considera- 
tion of utility, the extended period 
may be used. This applies to opera- 
tions where the period of construc- 
tion, or aging processes, or transpor- 
tation facilities extend for longer 
periods, which must then be deter- 
mined from the facts. 

(e) “They are classified as Cur- 
rent and Fixed in the manner of ac- 
cepted nomenclature.” Current Cir- 
culating Assets include such items 
verified as to factors (a) to (d) in- 
clusive, such as cash, receivables, in- 
ventories, work in process, and pre- 
paid expenses. Fixed Circulating 
Assets, verified as to factors (a) to 
(d) inclusive, include land, buildings, 
fixtures, equipment, patents and 
leasehold improvements. 

(f) “Bases of valuation are in- 
cluded in the description of the as- 
set.” This factor insures the reader 
of an understanding of the manner in 
which assets are reflected at the time 
he is reading the statement instead 
of finding it necessary to search the 
accountant’s comments in order to 
comprehend what basis has been used. 

(zg) ‘Where values other than cost 
are listed” qualifies factor (f), but 
in no manner does it encourage the 
use of hypothetical values. 

Fundamentally, the function of the 
accountant is to reflect the condition 
of an owner’s capital. According to 
Adam Smith, a profit (or an en- 
hancement of capital) is not realized 
until the asset is disposed of for an 
amount greater than cost. 

Assets representing invested Cir- 
culating Capital are described as (a) 
the investment in listed securities of 
other entities, at the lower of cost 
or market; (b) the cost of invest- 
ments in unlisted securities and other 
properties which yield revenue; (c) 
the Circulating Capital of wholly 
owned subsidiaries, (which may op- 
tiona!ly be listed and combined with 
the owner’s other forms of Circulat- 
ing Capital) and (d) the owner’s 
proportions of the Circulating Capi- 
tal of controlled but not wholly 
owned subsidiaries. These classifi- 
cations must be included in the de- 
scriptions. 


The Pattern of Circulating Capital 


HE definition of Circulating Capi- 
tal advances the pattern for a uni- 
form presentation of the condition of 
an owner’s capital, when it is realized 
that those possessions which have 
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been excluded from classification as 
Circulating Assets must logically be 
designated as Non-Circulating pos- 
sessions, 
The simple pattern then is— 
Circulating Capital 
Plus 
Non-Circulating Possessions 
Equals 
Owner’s Book Net Worth 
The next step in building up the 
statement form, in order to reflect 
liabilities provides the following pat- 
tern. 
Circulating Assets 


Less 
Liabilities 
Equals 
Circulating Capital 
Plus 
Non-Circulating Possessions 
Equals 


Owner’s Book Net Worth 


Then, to give effect to classifica- 
tions of Circulating Assets as Cur- 
rent, Fixed and Invested, the fol- 
lowing pattern is provided: 


Current Circulating Assets 
Less Current Liabilities 
Equals Current Circulating Cap- 
ital 
Plus 
Fixed Circulating Assets 
Less Fixed Liabilities (due after 
one year) 
Equals Fixed Circulating Cap- 
ital 
Plus 
Invested Circulating Capital 
Equals 
Total Circulating Capital 
Plus 
Non-Circulating Possessions 
Equals 
Owner’s Book Net Worth. 
The CIRCULATION PRINCI- 
PLE provides the following positive 
form of certificate. 


CERTIFICATE 


We hereby certify that, in our 
opinion, in accordance with the 
accompanying Statement of 
Principles, the Circulating Capi- 
tal of , an Illinois Cor- 
poration, amounted at —————, 
1942, to the sum of $———, 
subject to contingent assets in 
the sum of $———-; that the 
Financial Statements contained 
herein reflect the true condition 
of the Company’s capital at said 
date; and that the Statement of 
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Operations contained herein re- 

port the true results of the Com- 

pany’s operations for the year 

ended ————, 1942. 

The Statement of Principles re- 
ferred to and made a part of the cer- 
tificate follows: 


STATEMENT OF PRINCIPLES 
1. CIRCULATING ASSETS are 


possessions of an owner or an own- 
ing entity, engaged in a going busi- 
ness, which yield income in the form 
of employable utility to such owner 
within the normal period of one year. 
They are classified as Current, Fixed, 
and Invested. Bases of valuations 
are included in the description of the 
asset where values other than cost 
are listed. 

2. LIABILITIES are considered 
as borrowed assets and follow the 
asset classification from which they 
are expected to be liquidated. Se- 
cured liabilities must be so indicated 
in their description. Contingent lia- 
bilities must be indicated as a foot- 
note on the Financial Statement, 


with a reference thereto in the de- | 


scription of Circulating Capital, in 
both the Statement and the certificate. 

3. INVESTED CIRCULATING 
CAPITAL is (a) the investment in 


listed securities of other entities, at | , 
the lower of cost or market; (b) the | | 
cost of investments in unlisted se- | | 


| | 


curities and other properties which 
yield revenue; (c) the Circulating 


Capital of wholly owned subsidiaries, | 


(which may optionally be listed and 
combined with the owner’s other 
forms of Circulating Capital) and 
(d) the owner’s proportion of the 
Circulating Capital of controlled but 
not wholly owned subsidiaries. These 
classifications must be included in the 
description. 

4. CIRCULATING CAPITAL is 
the net amount of Circulating Assets 
after deduction of all liabilities other 
than invested capital or capital equi- 
ties. The designation of Circulating 
Capital is an expression of the own- 
er’s financial condition, subject only 
to contingent liabilities. 

5. NON-CIRCULATING POS- 
SESSIONS are those items recorded 
and properties owned which have 
been eliminated or segregated from 
Classification as Circulating Assets 
because of their nature or because of 
their loss of employable utility. 

6. CAPITAL EQUITIES repre- 
sent the total of Circulating Capital 
and Non-Circulating Possessions and 





“We bought this 
machine a few years 
ago for posting our 
customers’ accounts, 
but today, that is 
just a part-time job. 


HELPING BURROUGHS USERS MEET TODAY’S PROBLEMS 


WITH THEIR PRESENT EQUIPMENT 
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“So Burroughs showed us how we can also 
use this machine to post our material and cost 
records and write our complete payroll.’’ 


Under today’s wartime conditions, Burroughs systems 
and installation men are rendering invaluable aid to 
Burroughs users by showing them how to make the 
fullest use of the equipment they now own .. . how to 
adapt their present machines to new conditions... 
how to make them last as long as possible. Can 
Burroughs be of help to you? Telephone the local 


Burroughs office, or, if more convenient, write to — 


BURROUGHS ADDING MACHINE COMPANY 
DETROIT, MICHIGAN 
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are classified as preferential or resid- 
ual equities. 


7. THE SCOPE OF EXAMIN- 
ATION includes (a) verification and 
inclusion of all possessions classifi- 
able as Circulating Assets and the 
listing of tangible properties classi- 
fied as Non-Circulating, with cor- 
responding reserves, until disposition, 
(b) verification and inclusion of all 
liabilities, (c) investigation and in- 
clusion of contingencies and of com- 
mitments, (d) determination of the 
consistency of accounting procedures 
with respect to capital expenditures, 
the inelusions of income, expenses 
and utility allocations within the re- 
spective accounting periods and with 
respect to surplus adjustments, (e) 
the analysis of recorded expenditures 
in terms of economic factors govern- 
ing the circulation of capital, and (f) 
consideration of factors peculiar to 
the entity under review, but (g) does 
not include detailed verifications of 
all transactions, entries and postings. 

8. METHODS OF VERIFICA- 
TION of the individual items are in- 
dicated in discussions relating thereto 

Now that the basis for an exact 
science in accounting with respect to 
financial statements has been out- 
lined, I submit that your profession 


as bankers should demand that our, 


profession — accountants — progres- 
sively pursue the standard in financial 
statement preparation which will af- 
ford the closest kind of cooperation 
between the two professions. 

Certainly we must agree that ac- 
counting with respect to financial 
statements should be developed into 
an exact science. 


UNITED 
STATES 


SAVINGS 
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Executive Manager's Plan for 
Post-War Reserves Is Approved 


The July 15th issue of the Monthly 
Business Review by Executive Man- 
M ager Henry H. Heimann which fea- 
tured “War Bonds and Post-War Re- 
serves” struck a responsive chord among 
the leading financial editors of the country. 
The New York Times on July 15th printed 
a top article in which extensive quotations 
were made from Mr. Heimann’s Monthly 
Letter. Under the heading “Rebate Is 
Backed on Profit Taxes,” Heimann urges 
a benefit over a set percentage and also 
credit on War Bonds. The New York 
Times article says: 

“Provisions for rebates of excess profits 
taxes over a fixed percentage and a tax 
credit of at least a part of the amount of 
War Bonds purchased by firms and indi- 
viduals should be included in the pending 
tax bill, Henry H. Heimann, executive 
manager of the National Association of 
Credit Men, asserts in the group’s monthly 
business review, released today. 

“Stressing the importance of reserve 
funds to defray industrial reconversion and 
other post-war costs, Mr. Heimann states: 

“If the proposed post-war tax credit 
program is finally adopted it will, of course, 
provide greatest benefits for those firms 
whose vulnerability to the 94 per cent ex- 
cess profits tax is greatest.’ 

“He declares that the rebate measure is 
sound and that such a provision in the bill 
would supply additional stimulus for hold- 
ing down costs and thus aid in reducing 
the financial burden of the war. 

“Mr. Heimann also says that business 
concerns should get permission to build re- 
serves against post-war losses from price- 
inflated inventories. 

“*These are two instances of the consid- 
eration that must be given,’ he said, ‘to 
policies that will help conserve the great 
industrial establishment that we have built 
and upon which we rely not only for vic- 
tory but also for rehabilitation and future 
prosperity. 

“In developing such a program we must 
never be unconscious of the human side of 
rehabilitation. It is well to note, in this 
connection, that there has been some recent 
consideration by Congress regarding con- 
tinuance of pay of the men in the armed 
forces for as long as a year after the war 
is over. Broader provisions regarding 
service men’s debts and obligations are also 
in process of being enacted. 

“Tf this is not done we may well be 
faced with post-war re-establishment of the 
relief programs of depression years,’ he de- 
clared. ‘As an item in the huge cost of 
this war the payments would be relatively 
small. As a contribution to the mainten- 
ance of our social structure the benefits 
could be great.” ’ 

On the same date, July 15th, an editorial 
in the New York Journal of Commerce 
headed “Working Capital Erosion” en- 
dorses a plan proposed by Mr. Heimann 
but does not give him direct credit for the 
idea. The Journal of Commerce editorial 
follows: 


24. . 


“How wartime conditions erode the 
working capital resources of business en- 
terprises is clearly set forth in an analysis 
of 1942 earnings estimates of 2,225 cor- 
porations prepared by the National Asso- 
ciation of Manufacturers. 

“These corporations expect to earn a lit- 
tle over $3,500,000,000 before taxes this 
year. Taxes at the increased rates pro- 
posed will absorb almost 75 per cent of 
this total, or $2,600,000,000. In addition, 
it is estimated that more than $1,000,000,- 
000 will be required to finance larger in- 
ventories and accounts receivable, while 
$1,728,000,000 will be needed for debt re- 
payments. Hence, even if depreciation de- 
ductions prove adequate to finance new 
plant investment, a contraction of more 
than $1,800,000,000 in the liquid resources 
of these corporations will occur. 

“This computation offers very strong 
evidence for the restoration to the pending 
revenue bill of the provision, eliminated by 
the House Ways and Means Committee at 
the last minute, for a post-war refund of a 
part of the’excess profits tax paid. The 
same effect could be achieved by Senator 
George’s proposal that a fraction of net 
income before taxes may be used to buy 
Government bonds, and that earnings thus 
invested shall be deducted from taxable in- 
come. Either provision would assure that 
working capital resources would be re- 
stored to some extent after the war, when 
large sums will doubtless be required to 
finance a return to peacetime operations. 

“Many individual corporations do not 
see, from their own balance sheet, the full 
extent to which their working capital posi- 
tion is being weakened. Taxes on_ this 
year’s earnings will not be payable until 
next year, and 1943 earnings will thus be 
available to pay taxes on 1942 income. 
However, when the war ends taxes will 
have to be paid upon the large earnings 
of the last war year, but income of the 
first post-war year may be quite inade- 
quate for the purpose. At that time, the 
full adverse effect of the erosion of work- 
ing capital caused by extremely heavy war- 
time taxation will become manifest. This 
situation could hamper post-war economic 
recovery seriously, if remedial measures 
such as a rebate of some part of extraor- 
dinary wartime taxes are not forthcoming.” 


Syracuse Member is 
Air Corps Lieutenant 


Syracuse: A member of‘the Syracuse As- 
sociation of Credit Men, Louis Vogler, Jr. 
assistant cashier at the Merchants Na- 
tional Bank and Trust Company, left re- 
cently for Keesler field, Biloxi, Miss., to g0 
in training as a first lieutenant in the army 
air corps. A Syracuse banker since 1923, 
the last six at the Merchants bank, Vogler 
was captain and regimental supply officer in 
the Third Regiment, New York State 
Guard. 
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State Insurance 


Commissioners to 


Study W arCoverage 


A special committee has just been 
appointed by the National Associa- 

M tion of Insurance Commissioners 

to study the new War Damage 
Coverage. This study will be directed 
along three lines—(1) A delineation 
of the coverage of the War Damage 
Corporation. (2) An effort to ex- 
tend private coverage, if necessary, 
to bridge any gap. (3) Consideration 
of the possibility of providing cover- 
age for consequential war damage not 
contemplated by the Government plan. 
Louis H. Pink, Superintendent of 
Insurance of New York State, is 
head of this new study of war dam- 
age coverage. 

The “Eastern Underwriter” in its 
July 17th issue reports a typical case 
which is being considered by Superin- 
tendent Pink’s committee, as follows: 

“One of these borderline cases in- 
volves the possibility of a seacoast 
patrol plane, on the lookout for sub- 
marines, falling and hitting a build- 
ing, or losing one or more of its 
bombs, with explosion damage to 
property. Such a plane in seeking out 
submarines which torpedo United 
Nations vessels is technically ‘resisting 
enemy attack’ even though those at- 
tacks are made on shipping. Then 
there is the case of military planes 
just on maneuvers, but carrying bombs 
for practice work. Who covers the 
damage resulting from accidents to 
those planes? 

“Two. bulletins were issued this 
week by the War Damage Corpora- 
tion to its fiduciary agents. No. 3 
states that Chicago and Cook County 
are to be treated together as Code 
No. 21. Continuing, the memoran- 
dum states in part: 

“Tf the property covered is in 
more than one coded geographical 
location, the geographical code num- 
ber 99 (blanket) should be used in 
the policy number, with an approxi- 
mate distribution of coverage by 
coded locations shown on the applica- 
tion or on a schedule attached thereto. 
Such distribution should, of course, be 
used in compiling the statistical report 
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SWEAT.. 


BLOOD .. 





must not be shed in vain 


Wasted are sweat, blood and tears without the tan- 
gible products of industrial might. From production 
will come victory today . . . a more abundant life 
tomorrew. We in America have built the world’s 
greatest industrial capacity . . . and we must guard 
it well. Insurance, in supplying this protection, is 


shielding America’s most vital asset for peace or war. 


Your U. S. F. & G. agent is familiar with wartime 
insurance problems, business and personal. For your 
protection, get in touch with him today; you'll find 
him listed in your ’phone book. 


‘“‘Consult your Agent or Broker 
as you would your Doctor or Lawyer.’’ 
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Everywhere in America today there is 
one purpose—one job—converting the 
resources and energy of the Nation 
into ACTION. This growing realiza- 
tion that “it’s everybody’s job,” reflects 


a common determination to preserve 
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our right to feel secure. A heritage—not 


a birthright—this right to feel secure can 


only be maintained through constant 


vigilance. *% Constant vigilance, too, 


is necessary for the preservation of 


"property values against the contin- 


gencies that always threaten. See your 


Broker or Home-Town Agent for your 


right to feel secure. 
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referred to in Section 8 of the war 
Damage Regulations “B.” 

“*You are also advised that WDC 
Form No. 11, schedule of property, 
will not be reprinted by this corpora- 
tion, and that when the present stock 
is exhausted further supplies should 
be printed by you and charged as an 
operating expense of WDC. In this 


regard, however, it should be noted 
that this form is required to be used 
only in instances where the number 
of properties covered is in.excess of 
the number on the usual form.” 
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A Golf Reply 


In Washington they tell the story 
of a golfing clergyman who had been 
badly beaten on the links by a parish- 
ioner 30 years his senior, and had 
returned to the clubhouse rather dis- 
gruntled. 

“Cheer up,” his opponent said, 
“remember, you win at the finish. 
You'll probably be burying me some 
day.” 

“Even then,” said the preacher, 
“it will be your hole.”—Ewxchange. 
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F, G War Bonds for 


Corporate Reserves, 
Urged by Delaney 


New York—Upon taking office on July 
first for his second full term as president 
of the New York Credit Men’s Associa- 
tion, Harry J. Delaney, vice-president of 
Meinhard, Greeff and Company, Inc., is- 
sued a recommendation that all business 
firms and corporations fund their reserves 
to the extent of 10 per cent of net current 
assets by the purchase of Series “F” or 
“G” War Bonds. 


“The news from war fronts in the recent 
past,” he said, “brings the grim realities of 
the war to us all. If we never have real- 
ized it before, we at last must be now aware 
that only outstandingly enlightened and 
skillful leadership, and the most strenuous 
efforts by us all, will bring victory to us 
and our Allies and the defeat of the Axis 
powers. 

“We cannot all make munitions of war, 
build ships and tanks, or engage in the 
active conduct of the war. We can, how- 
ever, help provide the funds needful for 
the gigantic job in which our country is 
engaged. As _ individuals, we can and 
should buy E, F, or G War Bonds to at 
least 10 per cent of the amount of our 
income.” 


Many businesses are setting up reserves 
at this time, Mr. Delaney said, to protect 
their position and to guard against the un- 
certainties of the future. By funding their 
reserves by the purchase of War Bonds, he 
said, they not only will make certain the 
means with which to finance future calls 
made upon reserves, but immediately they 
will make available to the government more 
and more of all those essentials needed in 
the prosecution of the war. 


“Should the time come to make call upon 
the reserves,” Mr. Delaney added, “funds 
will be available, as the bonds are redeem- 
able in cash on prescribed notice at fixed 
valuations which are subject to no fluctua- 
tion. On the balance sheet, therefore, War 
Bonds will be included in Current Assets. 

“The New York Credit Men’s Associa- 
tion, having in mind sound business prin- 
ciples, recommends the purchase of War 
Bonds for this purpose. We urge upon the 
business community the desirability of im- 
mediately subscribing for War Bonds to 
the extent of 10 per cent of net current 
assets.” 





Employment Mart 


ASSISTANT CREDIT MANAGER, nine 
years with large Building Material ‘Manu- 
facturer, now liquidating, wishes position, 
vicinity New York. Collection losses very 
small. Handling correspondence and direct 
contact with trade. Recommendations gladly 
furnished. Married, two children, low draft 
status. Full details in interview. Box H-l. 








CREDIT EXECUTIVE, thorough knowledge 
credit and collections, 12 years experience, 
studied ‘cost accounting, presently employed na- 
tional concern, desires permanent position, will- 
ing to locate anywhere, age 37, married. Ad: 
dress Box H-2. 
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Chicago Plans 
9-Months Course 
in Credit Work 


Chicago—An innovation in educational 
activities has just been announced by E. G. 
Kasch, Kraft Cheese Co., who is Chair- 
man of the Educational Committee of the 
Chicago Ass’n ef Credit Men. Under this 
unusual plan, junior credit executives may 
now secure training in strictly professional 
credit courses within the space of 9 months, 
through the cooperative arrangement of the 
Chicago Ass’n of Credit Men and Central 
YMCA College. 

Because of many changes in personnel 
due to war conditions this new procedure 
has been developed whereby students may 
begin their study in an introductory course 
conducted by the Association consisting of 
a series of 8 lectures by well known mem- 
bers of the Association. Then they may 
continue on through the scholastic year in 
the Central YMCA College and thus se- 
cure in one scholastic year a foundation 
for credits and collections, including the 
three basic professional courses in credit 
given by the College. 

The College course is conducted by Ar- 
thur L. Stang, Credit Manager of the 
Cracker Jack Company, a very active mem- 
ber of the Chicago Association of Credit 
Men, an experienced credit executive and 
a teacher of understanding and ability. 

Last year the introductory course con- 
ducted by the Association consisted of 8 
lectures on Monday evenings of each week. 
This year also there will be eight lectures, 
but two on each Monday evening. The 
course will epen Monday evening, Septem- 
ber 28, and close Monday evening, Octo- 
ber 26. The following week, Monday eve- 
ning, November 2, the students will be 
tendered a complimentary dinner as guests 
of the Association. 

The tuition fee for the introductory 
course, including the complimentary dinner, 
is only $5 to employes of members of the 
Chicago Association of Credit Men. Oth- 
ers may enroll for a fee of $25. The in- 
troductory class is limited to 60. The 
YMCA College courses are open to all. 

Employes of members enrolling in the 
course automatically become members of 
the Chicago Chapter and of the National 
Institute of Credit and will receive the 
monthly publication, “Credit News.” No 
textbooks are needed and the $5 fee cov- 
ers everything. 

Upon the completion of this introductory 


(Continued on page 30) 
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Clevelanders Banquet Bruce Tritton as 


New National President of NACM 





New Rule Okays 
Sale of Materials 
From Inventories 


Regulation 13, applicable to the opcra- 
tion of the Priorities System, issued on 
July 7th, makes it now possible for man- 
ufacturers who have quantities of critical 
materials on hand tied up in idle inven- 
tories to sell such materials. 

It is estimated that this new regulation 
will free hundreds of thousands of tons of 
materials needed by vital war industries 
and will be beneficial to a great number of 
companies which have been unable to dis- 
pose of their idle inventory stocks because 
of priorities limitations. 

For example, a manufacturer of refriger- 
ators who had on hand a large stock of 
copper tubing, which, by the restrictions on 
refrigerator production he was not able to 
use in his regular manufacturing process, 
can now sell the copper tubing to any other 
company having a rating of A-1-K or high- 
er. Under Regulation 13 the refrigerator 
manufacturer is enabled to make such a 
sale without reporting it providing he keeps 
a full record of where the materials went 
and is able to show that the sale was made 
to a company with an A-1-K rating or 
higher. 


ae Nae Re ane oa edie ie ee SN ee 


Cleveland: Credit men in the Cleveland 
area turned out in large numbers on July 
lst at the Mid-Day Club for the dinner in 
honor of President Tritton, who is just 
starting his administration as president of 
the National Association of Credit Men. 
President E. E. Sisson, of the Cleveland 
Association, presided and then called upon 
Fred Roth, as past national president of 
NACM, who acted as master of ceremonies. 

A large number of messages of congrat- 
ulations were read from leading credit ex- 
ecutives in various parts of the country. 
Among those seated at the speakers table 
were E. B. Moran, manager of the Central 
Division; Silas J. Whitlock, past national 
president; W. H. Gray, secretary, and T. 
W. Walters, president, of the Cleveland 
Retail Credit Men’s Company; E. B. Han- 
mer, manager, Central Sales Division of 
the American Stove Company; Hazel Mc- 
Donald, president, of the Credit Women’s 
Club; S. Jane White, past chairman of the 
National Credit Women’s Executive Com- 
mittee; W. E. Rice, J. W. Meriam, H. T. 
Riddick, past presidents of the Cleveland 
Association; O. E. Johnson, secretary, 
Youngstown Association, and Hugh Wells, 
secretary. 

Mr. Tritton was presented with a Ham- 
ilton wrist watch on which was engraved 
the National insignia, a gift from the mem- 
bers of the Cleveland Association of Credit 
Men. Miss S. Jane White, president of the 
Credit Women’s Club of the Cleveland As- 
sociation, gave a talk as representative of 
the credit women. 

Mr. Tritton made a short address re- 
garding his work as president of the Na- 
tional Association and outlined some of the 
plans he hopes to put through during the 
coming year. 


Must Pay Taxes First 


Kansas City: The “Kansas City Credit 
News,” published by the Kansas City As- 
sociation, points out that a decision just 
handed down by the Circuit Court of Ap- 
peals for the Seventh District (Illinois) is 
to the effect that social security taxes, in- 
come taxes or other State and Federal 
taxes must be paid before a stock of goods 
can be sold in bulk and that if such taxes 
are not paid, the purchaser becomes liable 
for such charges. 

This court decision is of great interest 
to credit men who have cases involving 
the Bulk Sales Law. 
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Wm. G. Betsch Will 
Head Committee on 


Fraud Prevention 


New York: Appointment of William G. 
Betsch, Assistant Vice-President of Wil- 
liam Iselin & Co., Inc., New York, as 
Chairman of the Textile Fraud Prevention 
Committee of the National Association of 
Credit Men has been announced by Harry 
J. Delaney, Vice-President and Secretary 
of Meinhard, Greeff & Co. of New York, 
and President of the New York Credit 
Men’s Association. 

Mr. Betsch served 
during the past year 
as Advisory Chair- 
man of the commit- 
tee, following three 
previous years of 
service as Chairman 
beginning in 1938. 
He succeeds Fred J. 
O’Connor of H. A. 
Caesar & Co. 

The members of 
the committee ap- 
pointed to serve with Mr. Betsch include 
Lester Prink, J. P. Maguire & Co., Inc., 
as Vice-Chairman; George Beisheim, Sid- 
ney Blumenthal & Co.; K. F. Braun, Com- 
mercial Factors Corp.; Wm. H. Corin, L. 
F. Dommerich & Co., Inc. ; William Fraser, 
J. P. Stevens & Co.; E. P. Lewis, James 
Talcott, Inc.; Wm. H. Bishof, John P. 
Maguire & Co., Inc.; Fred J. O’Connor, 
H. A. Caesar & Co.; J. L. Redmond, 
Crompton-Richmond Co.; William Sage, 
Jr., H. Erlanger Blumgart Co.; Wm. H. 
Stonaker, Mill Factors Corp.; R. G. Wood- 
bury, Textile Banking Co., Inc.; James A. 
Stack, Stern & Stern, Inc.; H. C. Folcke, 
Albert H. Van Dam Co., Inc.; and M. P. 
Schapp, Pepperill Mfg. Co. 


William G. Betsch 


The Fraud Prevention Department of 
the National Association of Credit Men 
has, since its formation in June, 1925, aid- 
ed in the gathering of evidence resulting 
in the conviction of 1,680 individuals per- 
petrating commercial frauds in violation of 
federal and state laws. The Department 
has recovered for creditor estates a sum 
estimated at over two million dollars. 


San Francisco 
Credit Women 
Name Committees 


San Francisco: The monthly dinner 
meeting of the Club was held on July 15th. 
President Alyce Simpson announced plans 
for a program for the coming year, which 
will follow as closely as possible the stand- 
ard program introduced at the Credit Wo- 
men’s Executive meeting at the Cincinnati 
Convention. 

Chairmen were appointed on the follow- 
ing Committees: Entertainment: Virginia 
Kern; Reception: Frances Corrigan; Pub- 
licity: Florence Kenneally; National _Pub- 
licity: Alyce Mitchel; Membership: Idelle 
McDaniell; Educational: Gertrude Har- 
rah; Magazine: Ann Pratt; Executive Sec- 
retary: Alberta Morgan. 
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Wins Cincinnati Golf Trophy 


W. A. Earls presents Cincinnati Trophy to John Shea, 


who won it this year with a score of 75 


Qn Thursday afternoon, June 25, at the 
Maketewah Country Club, just outside of 
Cincinnati, the First Golf Tournament in 
connection with the Annual Credit Con- 
gress was held. The winner was Mr. John 
Shea of the Goodall Company, Cincinnati, 
Ohio. 

Mr. Shea shot a 75. The Maketewah 
has a par of 72 and is 6375 yards long. It 
is considered one of the outstanding courses 
of the Cincinnati district and Mr. Shea shot 
a beautiful game to win and so have his 
name the first one to be engraved on the 
“CINCINNATI TROPHY.” 

The Golf Tournament was an innova- 
tion at the 47th Annual Credit Congress 
held at Cincinnati. The tournament was 
originally scheduled for Friday, May 15, 
but because of heavy rains it was neces- 
sary to close the course and postpone the 
play-off. 

The winner at the tournament of the An- 
nual Conventions in the future will be the 
person shooting the low gross score. That 
winner’s name is to be engraved on the 
cup and to be held by him for one year, or 
until the following Credit Congress. 

In addition to the beautiful 24” sterling 
silver trophy which Mr. Shea won, the 
Blind Boggie prize went to Mr. E. J. Shell 





Seattle Picnic 


Seattle: The Seattle Association of 
Credit Men held its annual picnic at the 
Shrine Country Club at Lake Ballinger on 
Saturday, July 18. A number of special 
prizes were awarded and among the con- 
tests were swimming, badminton, tennis, 
‘hole-in-one golf contest, races, etc. The 
Association also announced the 14th annual 
golf tournament on August 6th. 


of Carthage Mills, Inc. This was a large 
Leather Golf Bag and the thoughts of all 
having a chance to win it made everybody 
shoot his best golf on that afternoon. 

In addition to the trophy and the golt 
bag, there were thirty additional prizes 
given to others who competed in the tour- 
nament. 

During Saturday and Sunday preceding 
the convention and the four evenings of the 
convention, there were a total of 155 who 
took advantage of Cincinnati’s offer to pro- 
vide golf facilities. This, in itself, showed 
the very substantial interest in this game 
and it speaks well for the increased in- 
terest which will undoubtedly follow at 
future Credit Congresses. 

The idea for the institution of a Golf 
Tournament was conceived by Mr. W. A. 
Earls of the Earls-Blain Company, Cin- 
cinnati. He is a member of the Board of 
Directors of Cincinnati Association and 
Chairman of the Insurance Advisory 
Group. Mr. Earls was Chairman of the 
Golf Tournament and handled arrangements 
in connection with both the playing of the 
tournament and awarding of the prizes, 
and in making arrangements for all of 
those who played during the Convention. 


Toledeans Mourn T. P. Steele 

Toledo: Thomas P. Steele, secretary- 
treasurer and general manager of the M. I. 
Wilcox Company, who died recently, had 
been a member of the Toledo Association 
of Credit Men for many years. He had a 
wide circle of friends in the Toledo area 
who will miss his friendly cooperation in 
Association ‘matters. 
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Zebras “Adopt” 
Candidate for 
U. S. Air Corps. 


Los Angeles: At the Zebra Round-up 
held at the time of the Cincinnati Conven- 
tion, Art Johnson, of the Los Angeles Herd 
and a former national officer of R. O. Z., 
proposed that the Zebras join in the work 
of the American Flying Services Founda- 
tion by raising a fund for the purpose of 
rehabilitating a flyer for the Air Corps. 
The American Flying Services Foundation 
is organized for helping to rehabilitate Air 
Corps applicants by providing assistance to 
overcome correctable deficiencies. Art 
Johnson presented 
the plan in such a 
convincing manner 
that those in at- 
tendance at the an- 
nual round - up 
dropped a total of 
$136.50 in the 
“hat.” This sum 
was then sent to the 
American Flying 
Services Founda- 
tion and the Zebras 
have been notified 





Ted Mastos 
that Theodore Mastos has been allotted to 


R. O. Z. as its “Adopted Pilot.” Ted Mas- 
tos was born in Toledo, Ohio; received his 
secondary education in the Belmont High 
School, Los Angeles. Through the special 
aid received from the R. O. Z. fund, Ted 
expects to be able to enter the air service 
shortly, and he announces that he will fly 
the banner of R. O. Z. when he gets on the 
business end of the plane. 

No doubt other members of the Zebras 
throughout the country will be interested 
in this plan adopted at Cincinnati for the 
very laudable purpose of helping young 
men correct deficiencies which prevent their 
becoming enrolled in the Air Corps. Local 
herds who are interested in this plan should 
correspond with the American Flying 
Services Foundation, 60 East 42nd Street, 
New York. 


J. S. Ferns is F. S. Prexy 


San Francisco—The new President of 
the Credit Managers Assn. of Northern 
and Central Calif. for the 1942-43 term is 
J. S. Ferns, who is prs 
Credit Manager of 
the Colgate - Palm- 
olive - Peet Co. of 
Berkeley, Calif. The 
local association cov- 
ers not only this city 
but also has affiliat- 
ed offices in Fresno 
and Sacramento. 
Other new officers 
chosen for the cur- 
rent year include Ist 
Vice- Pres, <A. I. J. S. Ferns 
Hermann, Union Lumber Co.; 2nd Vice- 
Pres., Walter J. Hempy, M. Seller & Co.; 
Treas., J. F. Jensen, Golden State Co., 
Ltd.; Sec’y-Mgr., O. H. Walker. 
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St. Louis Installs 
New President 





St. Louis: The annual meeting of the St. 
Louis Association of Credit Men was a 
gala affair. The picture above shows H. 
E. Bucher, the newly elected president, be- 
ing conducted to the platform after the 
election, by Elmer Tabbert, R. C. Knaup 
and Edw. Henne. 





Marie Duncan, Reporter 


New York: Syl May, city editor 
of the “Daily News Record,” is 
known to more individuals in the 
credit profession in the Greater New 
York area than any other one per- 
son. The one person who would run 
a close race on the matter of ac- 
quaintance would be Marie Duncan 
(Mrs. William Feather), who has 
for the past several years served as 
Syl May’s secretary. 

Miss Duncan’s many friends will 
be pleased to learn that she has been 
promoted to the position of reporter 
in the credit field for the “Daily 
News Record,” taking the place left 
vacant by John Stack, who resigned 
to enter Army service. These many 
friends also will wish for Miss Dun- 
can a brilliant success in her new 
efforts. They say that a news re- 
porter’s acquaintance is his best 


stock in trade, so Miss Duncan starts 
off with a warehouse full of “stock.” 





A “Three-Star” Father 


Minneapolis: Roy Ingmundson, of the 
Minneapolis Iron Store, is being congratu- 
lated by Twin City credit men for the 
three star button he now wears on the 
lapel of his coat, three of his sons being 
enrolled in Uncle Sam’s armed service. 





Cincinnatian Honored 

Cincinnati: Charles W. Dupuis, president 
of the Central Trust Company of Cincin- 
nati, was honored at a dinner at the Queen 
City Club on the occasion of his fiftieth 
year in the banking business. Mr. Dupuis 
will-be remembered as a former vice presi- 
dent of N. A. C. M. and also served as 
president of the Cincinnati Association. 
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@ Never before has the challenge 
to know been greater. Today’s 
credit executive must know his 
job from A to Z. 


He must be prepared for war- 
time ... . and post-war... 
problems. That requires ability 
and initiative — and background 
knowledge. 


The best background knowl- 
edge comes from. education. 
That’s why the NIC course in 
Credits and Collections is a 
“MUST” for 1942. 


Return the coupon today to 
the National Institute of Credit. 
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pared to help you meet the credit 
problems of today-and tomorrow! 
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Chicago Plans 9-Months Course of Study on 
Strictly Professional Credit Subjects 


(Continued from page 27) 
course, the student may enter the profes- 
sional course of Central YMCA College 
arranged especially to begin a week later, 
Monday evening, November 9. 

The Association will give eight half 
scholarships in the Central YMCA Col- 
lege to the highest ranking students in the 
introductory course based on the final ex- 
amination, the student to pay the other half. 

The first lecture each Monday evening 
will begin at 6 o’clock and continue until 
7 o'clock. The second lecture will begin 
at 7:15 and close at 8:15. 

The introductory course with dates, sub- 
jects, speakers, etc., follows: 


September 28 
“Why the Study of Credits and Collec- 
tions”—Arthur L. Stang, the Cracker Jack 


Company. 

Finance is the energy that supplies the business 
motor with fuel; credit is the great reservoir of 
that necessary energy; a knowledge of the tech- 
nical principles of the tools to tap that reservoir 
is necessary equipment of the modern credit ex- 
ecutive. 


“Credit Investigations’—L. T. Hadley, 


Goodman Mfg. Co. 

Credit judgment cannot be better than the in- 
formation on which it is based. A preliminary 
consideration of the factors in the individual credit 
risk, and the information required for a proper 
evaluation of those factors, is necessary; sources 
of information. 


October 5 
“Credit Appraisals’—Allen W. Selby, 
The Chicago Daily News. 


The purpose of a financial statement and clas- 
sification of its items; financial statement inter- 
pretations and ratios, the acid tests; operating 
statements and ratio values, detection of fraud; 
comparative analysis of financial statements and 
relation of credit policies to collection activities. 


“Credit Department Procedure”’—Emily 


Davidson, Chicago Pump Company. 

The physical set-up of a credit department; 
methods of recording and handling collections and 
follow-ups; how to make practical use of the tools 
acquired in a course of study on Credits and 


Collections. 
October 12 
“Personal Collections and Adjustments” 
—C. L. Holman, Wilson Brothers. 


Collections difficult through correspondence 
often simplified through a personal survey; more 
definite information on reasons for slowness; in- 
stigate corrective measures for payment of ac- 
count; adequate adjustments workable only when 
all phases of the problem are personally apparent. 


“Legal Remedies”—W. H. Hottinger, Jr., 


Bowey’s, Inc. 

What can the creditor do to collect an account 
after ordinary collection methods have failed to 
produce the money; shall he sue; join in a peti- 
tion in bankruptcy; ask the debtor to make an 
assignment for the benefit of creditors; levy an 
execution; attach on a writ? 


Oetober 19 
“Foreign Credits’—M. C. Hesse, Conti- 
nental Illinois National Bank & Trust Com- 


pany. 

General discussion of foreign credits; sources 
of credit information; analysis of foreign cred- 
its; credit problems created by governmental reg- 
ulations of foreign trade and exchange; import- 
ance of foreign credits in financing foreign trade; 
foreign collections. 


“The Bank’s Relation to the Mercantile 
Credit Department”—F. W. Rudolph, Mer- 


chandise National Bank. 

Check clearing facilities provided by the bank; 
special services in collecting notes and trade ac- 
ceptarices; assistance in gathering credit informa- 
tion not easily available through usual channels; 
the bank’s function in assisting commercial en- 


terprises. 
October 26 
Summary of the course by E. G. Kasch, 
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Kraft Cheese Co., Chairman of the Educa- 
tional Committee, followed by written ex- 
amination. 

November 2 


Complimentary dinner to the students, 
presided over by President G. H. Nippert, 
and the following speakers: C. E. Steele, 
Hart, Schaffner & Marx, Chairman, Ad- 
justment Bureau; J. M. Bireley, J. W. 
Butler Paper Co., Chairman, Collection 
Division ; I. R. Wagar, E. J. Brach & Sons, 
Chairman, Credit Interchange; J. C. Haj- 
duk, Victor Chemical Works, Chairman, 
Credit Groups. 

The course in the School of Commerce 
of Central YMCA College, 19 South La 
Salle Street, conducted by Arthur L. Stang, 
Credit Manager of the Cracker Jack Com- 
pany, will open Monday evening, Novem- 
ber 9, just a week after the introductory 
course conducted by the Chicago Associa- 
tion of Credit Men closes. It will be course 
No. 251 and carries the title, “Credits and 
Collections.” The class will meet once a 
week on Monday evenings until the close 
of the semester, January 25, 1943, the work 
requiring 2 hours and 50 minutes. 

The second semester will begin Monday 
evening, February 8, 1943, and will con- 
tinue through to June 7. The first course, 
No.: 252, will be devoted to “Financial 
Statement Analysis” and the second course, 
No. 253, to “Problems in Credit Manage- 
ment.” Each course will require 1 hour 
and 40 minutes every Monday evening. 

As the Central YMCA College is rec- 
ognized by the National Association of 
Credit Men as a co-operating college, stu- 
dents passing satisfactory examinations will 
be entitled to credits toward the award of 
Associate in the National Institute of 
Credit, an activity of the National Asso- 
ciation with a chapter in Chicago co-oper- 
ating with the Chicago Association. 

Tuition in the Central YMCA College is 
$25 for the first semester (one course) and 
$2 registration fee. For the second semes- 
ter (two courses) the tuition is $25 for 
each course plus a registration fee of $2. 
However, if both courses are taken in the 
second semester, the tuition is $40, and 
only one registration fee of $2 is required. 

The 8 students in the introductory course 
conducted by the Chicago Association of 
Credit Men having the highest mark in the 
examinations at the close will receive a free 
scholarship in the Central YMCA College, 
amounting to $12.50 and $1 registration fee, 
the student paying the other half. 

Members of the Chicago Association of 
Credit Men who have men or women em- 
ployes interested in credits and collections 
are urged to inquire at once concerning 
these courses in Credit Management. 


Milwaukee Women Picnic 


Milwaukee: The credit women of the 
Milwaukee Association had a picnic and 
outing on Saturday, July 11th, at the cot- 
tage of Leone Thill Degge along the shores 
of Lake Michigan. On July 25th the Mil- 
waukee credit women held a joint outing 
with a group of Chicago credit women. 


L. R. Johnson Heads 
Education Group 
for Cleveland A.C.M. 


Cleveland—L. R. Johnson of Allied Oil 
Co. has been appointed Chairman of the 
Credit Education Committee of the Cleve- 
land Association. With him will be work- 
ing the following members: W. G. Spel- 
man, Cities Service Oil Co.; David Hotch- 
kiss, Petrequin Paper Co.; Ben Parker, 
Tremco Mfg. Co.; C. B. Lansing, Jr., The 
Ferry Cap & Set Screw Co.; C. F. Ensign, 
Cleveland Twist Drill Co.; H. H. Oviatt, 
Angell Nail & Chaplet Co.; Sadie Mc- 
Govern, The Joseph & Feiss Co.; J. D. 
Nugent, Ira E. Baker Co.; Alice Keil, 
Millcraft Paper Co.; John Detjens, Jr., 
National Credit Office; Kathryn M. Sirc, 
Edgar A. Brown, Inc.; and R. B. Payne, 
National Screw & Mfg. Co. 


Louisville—T. C. Russell of the Stand- 
ard Oil Company has accepted the Chair- 
manship of the Education Committee of the 
Louisville Credit Men’s Association this 
year. 


Toledo—The Toledo Chapter of the NIC 
has announced a golf tournament for Au- 
gust 8. On June 27, following a golf tour- 
nament, the Chapter chose the following 
officers for the new year: Pres., Earle 
Michael, Gulf Refining Co.; Vice-Pres., 
Ed Haverstock, Hickok Oil Corp.; Treas., 
John E. Taylor, Surface Combustion Di- 
vision of General Properties Co., Inc. 


McClure Is Named 
To Board in Chicago 


Chicago—George H. McClure, Sec’y, 
Lumbermen’s Mutual Casualty Co., Chi- 
cago, has been appointed a member of the 
Board of Directors of the Chicago ACM, 
to fill a vacancy for the present associa- 
tion year. The appointment was announced 
by Pres. G. H. Nippert. The company has 
been a member of the Chicago Association 
since 1915. Mr. McClure has been very 
active in the association and he is well 
known in National Association circles. 

A Membership Promotion Committee has 
been appointed by Pres. G. H. Nippert of 
the Chicago ACM. The Chairman of the 
committee is R. L. Seaman, Treas., Flor- 
sheim Shoe Co., who plans a very active 
campaign. 

Henry H. Heimann, Executive Manager 
of the NACM, was invited to address the 
members of the Chicago ACM on “Present 
Day Problems” when he visited this city 
on Monday, July 27. 

The War Activities Committee of the 
Chicago ACM is continuing its work in 
acquainting the members with the various 
movements in which the association is par- 
ticipating. Two meetings have already 
been held, with C. L. Christenson of the 
OPM as the speaker on “Price Ceilings” 
and also T. N. Bishop and Henry Paulman 
of the WPB, who explained the Stanley 
Plan. 
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Newbraugh Named 
Head of Baltimore 
Credit Fraternity 


At the seventh annual meeting of the 
Credit Fraternity of Baltimore held at the 
Lord Baltimore Hotel, Rumsy L. New- 
braugh was elected for a term of one year 
beginning May Ist, 1942. Mr. Newbraugh 
succeeds Mr. Oliver C. Shipley, whose 
term expired. Mr. 
Newbraugh is cred- 
it executive for the 
Crosse & Blackwell 
Co., a_ nationally 
known organiza- 
tion, and has been 
in charge of the 
credit department 
since May, 1935. 
He has pledged his 
wholehearted sup- 
port toward the 
carrying out of the 
objects and purposes of the Fraternity and 
with the full co-operation of every mem- 
ber assured a program that will be to the 
mutual benefit of all. 





St. Louis: The seventh annual picnic and 
outing of the St. Louis Association was 
held in Funk’s Grove on July 18th. After 
an afternoon spent in various kind of games 
and a picnic dinner, a large crowd enjoyed 
dancing and distribution of prizes. 
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Business Thermometer 
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Sales of wholesalers advanced 11 per- 
cent in June, 1942, compared with the 
same month a year ago, according to 

\ an announcement released today by 
J. C. Capt, Director of the Census. With 
the exception of the 7 percent increase 
shown in May, the gain for June was the 
smallest recorded by this series in nineteen 
months. A gain of 2 percent in sales oc- 
curred between May and June of this year, 
in contrast to the slight decreases shown 
between these months in the past three 
years. Sales for the first half of 1942 
were 23 percent above the corresponding 
period of 1941. 

This monthly study is conducted jointly 
by the National Association of Credit Men 
and the Bureau of the Census. Detailed 
figures are presented in the following ta- 
bles in summary for the United States, and 
insofar as the data permit without disclos- 
ing individual operations, by geographic 
divisions. 

Twenty-eight of the 35 trades for which 
separate data are presented in this report 
showed increases in sales for June of this 
year compared with June, 1941, ranging 
from 1 percent for paper and its products 
to 60 percent for meat and meat products. 
For the past seven months wholesalers of 
meat and meat products have reported sales 
ranging from 54 to 68 percent higher than 
the sales’ recorded for the same month a 
year ago. Most non-durable lines showed 
moderate to substantial increases in dollar 
volume for June of this year compared with 
the same month of last year. Sales of 
shoe and other footwear wholesalers ad- 
vanced 28 percent; confectionery, 23 per- 


Tacoma: The Tacoma Credit Women’s 
Club held its last meeting of the season 
Monday, June 8th, at the “Dalhem.” Fol- 
lowing the business meeting the recently 
elected officers were installed: President: 
Margaret Munyan, Pease Brothers; Vice 
President: Marie Ebson, Hunt & Mottet 
Company; Secretary: Frances Urch, Cen- 
tral Bank; Treasurer: Rosalia Martoia, 
F. S. Harmon Mfg. Company. 


Seattle: Members of the Seattle Asso- 
ciation of Credit Men mourned the death 
of Penn Niesz, for many years an enthu- 
siastic member of the Seattle Association. 
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cent; dry goods, 19 percent; drugs and 
sundries (liquor excluded), 16 percent; and 
tobacco and its products, 15 percent. Dol- 
lar volume for wholesalers of petroleum 
and its products, dropped 15 percent; and 
paints and varnishes, 8 percent. All but 
four of the durable goods trades for which 
separate statistics are presented in this re- 
port registered increases which ranged from 
2 percent to 37 percent for June, 1942, over 
June, 1941. Sales of industrial supplies 
wholesalers gained 18 percent; lumber and 
building materials, 20 percent; furniture 
and house furnishings, 5 percent; and jew- 
elry, 7 percent; while dollar sales of metals 
wholesalers declined 15 percent; and elec- 
trical goods and automotive supplies, each 
12 percent. 

Inventories, in terms of dollars based on 
cost values, at the close of June were down 
3 percent compared with May, the third 
consecutive month since December, 1940, 
when inventories at the end of the month 
were lower than those at the beginning. 
Compared with the same month a year 
ago, inventories at the close of June, 1942, 
were up 6 percent, the smallest increase 
registered for any month compared with — 
the same month a year ago since March 
of last year. The percent of increase of 
inventories on the basis of a year ago 
comparison has fallen off steadily since 
December of 1941, when a gain of 29 per- 
cent over December, 1940, occurred, the 
largest increase in the history of this sur- 
vey. 

The stock-sales ratio for wholesalers at 
the close of June, 1942, was 141 as against 
142 for June, 1941, and 148 for May, 1942. 
Of the 31 trades for which stock-sales ra- 
tios are shown, 16 registered a decrease in 
their ratios for June, 1942, compared with 
those for June of last year. Substantial 
increases in stock-sales ratios were record- 
ed for wholesalers of automotive supplies, 
petroleum, dry goods, wines and liquors, 
and paper and its products, while marked 
decreases were shown for wholesalers of 
industrial supplies, lumber and building ma- 
terials, furniture and house furnishings, 
plumbing and heating supplies, and jewelry. 


Collections on accounts receivable were 
up more than 10 percent for June, 1942, 
compared with June, 1941, and 5 percent 
above May, 1942. The collection ratio for 
June of this year was 88; for June of last 
year, 79; and for May, 1942, 84. Ac- 
counts receivable were only 5 percent 
greater on June 1, 1942, than on June 1, 
1941. This increase is the smallest shown 
for any month compared with the same 
month of the previous year since October, 
1940. Accounts receivable were 5 percent 
less on June 1, 1942, than at the beginning 
of May, 1942. 





August, 1942 


WHOLESALERS’ sales and inventories, June, 1942 


Stock-Sa 
Sales—Current Month aia Inventory—End-of-Month (At Cost) Ratics® 


Percent 
Kind of Business June |change| 6 Mos. ~——_ Funes anes June 30, 
1942 from 6 1942 nanan 1942 
May |(Add 000)}| Mos. |(Add 000) aaah ®! June | May [(Add 000) 
1942 1941 1941 | 1942 


1942 | 1641 


$4,253 $29,478 

966 11,438 
995 
2,278 
14,634 
1,271 


Automotive supplies. .. 
Chemicals (industrial) . 
Paints and varnishes A! 
Clothing and furnishings, except shoes........ 
Shoes and other footwear 
Coal 
Drugs and sundries (liquor excluded)... . 
Diy e 
Electrieal goods..................... ‘ 
Dairy and poultry products 
Fresh fruits and vegetables... .. 
Farm supplies 
Furniture and house furnishings....................... 
Groceries and foods, except farm products.............. 
Full-line wholesalerst 
Voluntary-group wholesalers....................... 
Retailer-cooperative warehouses 
Specialty lines 
Confectionery 
Meats and meat products 
Beer 
Wines and liquors 
Liquor Seen of other tradest 
Total hardware group 
General hardware 
Industrial supplies 
Plumbing and heating supplies.................... 
Jewelr: 
Optica 
Lumber: and building materials. . 
Machinery, equipment and supplies, except electrical. . 
Surgical equipment and supplies 


$5,021 
729 


1,482 
1,521 
7,790 
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Paper and its products 
OE SS eee ; 
Tobacco and its products... . 
Leather and shoe findings... .. 
Miscellaneous 
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+2 | $296,699 $247,878 


* These stock-sales ratios are percentages obtained by dividing stoeks by sales for an identical group of firms. : § Less than 0.5 percent. 
— Insufficient data to show separately. ~ } Not affiliated with voluntary or cooperative groups. t Chiefly of the wholesale trade. 


WHOLESALERS’ accounts receivable and collections, June, 1942 


Collection Percentages* Accounts Receivable 


Kind of Business firms } eg Pp 


Automotive supplies 

Chemicals (industrial) 

Paints and varnishes. 

Clothing and furnishings, except shoes 
Shoes and other footwear 


Farm supplies bia 

Furniture and house furnishings 

Groceries and foods, except farm products 
Full-line Wholesalers 
Voluntary-group Wholesalers 
Retailer-cooperative Warehouses 
Specialty lines 

einer 

Meats and meat products 

Beer 

Wines and liquors.............. 


Total hardware Be IE 
Shamus Inpietens 


Industrial —- : : 
Plumbing and heating supplies 
Sea si 
pti , 
Lumber and building materials .. : 
Machinery, equipment and supplies, except electrical............. 
caaeel equipment and supplies 
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Tobacco and its products 
Leather and shoe findings 
Miscella 
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* Collection ee are obtained by dividing the collections by accounts receivable for an identical. group of firms.. 


+ Less than 0.5 percent. 
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